DHEARTA

08047 SEC
Wal procﬁssing
SECURITIES AND EXCHANGE COMMISSION Section
WASHINGTON, DC 20549
FORM CB MAY 02 zupy

TENDER OFFER/RIGHTS OFFERING NOTIFICATION FORM

(AMENDMENT NO. 2)
, w“"%;:n. oG

Please place an X in the box(es) to designate the appropriate rule provision(s) relied upon to file
this Form:

Securities Act Rute 801 (Rights Offering) { ] P ROCESSED
Securities Act Rule 802 (Exchange Offer) [X] \ MAY 0 6 2008
Exchange Act Rulc 13e-4(h)(8) (issuer Tender Offer) [ ] mOMSON REUTERS

Exchange Act Rule 14d-1(c) (Third Party Tender Offer) [ ]
Exchange Act Rule 14¢-2(d) (Subject Company Responsc) ( ]

Filed or submitted in paper if permitted by Regulation S-T Rule 101(b)(8) [X]

KABUSHIKI KAISHA TOKYU SUTOA
(Name of Subject Company)

TOKYU STORE CHAIN CO., LTD.
(Translation of Subject Company’s Name into English (if applicablc))

JAPAN
(Jurisdiction of Subject Company's Incorporation or Organization)

TOKYU CORPORATION
{Name of Person(s) Fumishing Form)

N/A
{Title of Class of Subject Securities)

N/A
(CUSIP Number of Class of Securities (if applicable))

Takeshi Hino
Tokyu Corporation
5-6 Nampeldai-cho
Shibuya-ku, Tokyo 150-8511 Japan
Telephone 81-3-3477-9603

{Name, Address (including zip code) and Telephone Number (including
area code) of Person(s) Authorized to Receive Notices and Communications
on Behalf of Subject Company)

N/A
{Date Tender Offer/Rights offering Commenced)

1ofl14




PARTI
INFORMATION SENT TO SECURITY HOLDERS

Attached as Attachment 1 is an English translation of the Notice of 69th Annual
Shareholders’ Meeting which was distributed on May 1, 2008 (Tokyo) to shareholders of
Tokyu Store Chain Co., Ltd.

Attached as Attachment I1 is an English translation of an Announcement
Regarding the Shareholders Benefits of Tokyu Store Chain, Co., Ltd. and Tokyu
Corporation, which was distributed on May |, 2008 (Tokyo) to shareholders of Tokyu
Store Chain Co., Ltd.

PART I1
INFORMATION NOT REQUIRED TO BE SENT TO SECURITY HOLDERS
Not applicable.

PART Il
CONSENT TO SERVICE OF PROCESS

Form F-X appointing an agent for service of process in connection with the

subject transaction was filed concurrently with Form CB filed with the Commission on
March 28, 2008.
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PART IV
SIGNATURES

After due inquiry and to the best of my knowledge and belief, I certify that the
information set forth in this statement is true, complete and correct.

/ﬂ\/)\

- (Signature)

3

Masao Tomoe
Director & Executive Officer, Executive General Manager,
Finance, Accounting & Group Strategy Headquarters

(Namno and Title)

May 1, 2008

(Dite)




Attachment [

Translation:

This English transtation is being provided to United States shareholders for the sole purpose of complying with
certain requirements under United States securitics Jaws and does not constitute a notice of shareholders mecting
under the Company Law of Japan [t is not intended in any way to substitute or replace the onginal Japanese
version under Japanese law and if there is any discrepancy between the original Japanese version and this translation,
the criginal Japanese version shall govern.

NOTICE TO SHAREHOLDERS RESIDENT IN THE UNITED STATES:

This public notice relates o o preposed business combination which Involves the securitles of a foreign
company. 1t is subject to disclosure requirements of a foreign country that pre different from those of the
United States.  Financial statements included in the document, if any, have been prepared in accordance with
forcign accounting standards that may not be comparable to the financial statements of United States
companies,

It may be difficult for any U.S, sharehokder ta enforee its rights and any clalm it may have arising under the
federsl securities laws, since the issuer Is located in a foreign country, and some or all of Ity officers and
directors may be residents of » forelgn country. Such U.S. shareholder may not be able to sue a foreign
company or Ity officers or directors In a foreign court for violations of the U.S, securities laws, [t may be
difficult to compel a foreign company and s afflliates to subject themsclves to a U.S. court’s judgment.

Sccurities Code: 8197
Tokyu Store Chain Co., Ltd.
1-21-12 Kamimeguro, Mcguro-ku, Tokyo

May |, 2008
Notice of 69'® Annual Shareholders’ Meeting

Dear Shareholder,

Tokyu Store Chain Co., Ltd. (hercinafier “the Company”) is delighted to invite you 1o attend its 69"
Annual Sharcholders® Meeting. Details of the meeting are provided below.

If you are unable to attend the meeting, you may exercise your voting rights in writing. To exercise
your voling rights in writing, pleasc revicw the enclosed Reference Material for the Shareholders'
Meeling, indicate your voting intentions on the enclosed Form for Exercise of Voting Rights, and
retwrn the form to us by 5 p.m.,, May 21, 2008.

Yours Faithfully,

Ichiro Takahashi
President, Representative Director

The 69™ Annual Shareholders’ Meeting
1. Date; 10 a.m., Thursday, May 22, 2008
2. Venue: Meguro-ku Chusho Kigyo Center Hall in Meguro Kumin Center

2-4-36 Meguro, Meguro-ku, Tokyo
(Sec map at the end of text)
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3. Agenda:

Reports:

Resolutions:

1. Business report, consolidated financial documents, end results of
audits of the consolidated financial documents by the accounting
auditor and the Board of Corporate Auditors for the 69" fiscal year
(from March 1, 2007 to February 29, 2008)

2. Financial documents for the 6%th fiscal year (from March 1, 2007 1o
February 29, 2008)

Proposal 1: Surplus appropriation

Proposal 2: Approval of share exchange agreement between the
Company and Tokyu Corporation

Proposal 3: Appointment of 17 directors

Proposal 4: Appointment of 4 corporate auditors

* If you attend the meeting, please submit the enclosed Form for Exercise of Voting Rights to a
receptionist when you arrive at the meeting venue.

* We will announce any corrections to the Reference Material for the Sharcholders” Meeting,
business report, consolidated financial documents, or financial documents on our website
(http:/fwww.tok yu-store.cojp/ir/).




Reference Material for the Shareholders’ Meeting

Agenda and Reference Information
Pr Su ropriali

1. Year-end dividend
Tokyu Store Chain Co., Lid. (hereinafier “the Company”) regards the distribution of
profits to sharcholders as one of its top prioritics, and its basic policy is to continue lo pay stable
dividends, balancing this with results and retained camnings to bolster its financial strength.
Although the operating environment has remained challenging, we propose to pay the following
dividends:
(1) Type of dividend:
Cash
(2) Allotment of dividend to shareholders and total amount of the dividend:
We propose to pay a dividend of ¥5 per common share of the Company (total dividend:
¥349,608,500) to sharcholders as of the end of the fiscal year under review.
As a result, the annual dividend will be ¥10 per share, including the interim dividend of ¥5
per share,
(3) Effective date of dividend:
Friday, May 23, 2008

2. Surplus appropriation
(1) Decrease in surplus account:
Contingent reserve: ¥6,000,000,000
{2) Increase in surplus account:
Net earned surplus forwarded: ¥6,000,000,000

Proposal 2. _Approval of share exchange agreement between the Company and Tokyu
Corporation
1. Reason for the share exchange

In the medium-term management plan for the three years ending fiscal 2006, the Company
pursued initiatives designed to become a customer-oriented company, based on the concept of
quality improvement. Its aim was to play a central role in the retail operations of the Tokyu Group
and to enhance the value of the areas along Tokyu's railway lines. These cfforts produced results.

Nonetheless, competition with similar and different types of retail competitors remains

intense, and the clear choices made by customers are cxpected to trigger an acceleration in the
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reorganization of the market and in the selection of those companies that will succeed.

Responding to this situation, the Company has developed a new medium-term
management plan for the three years beginning fiscal 2008. Under the new plan, we will give top
priority to developing our ability to achicve sustainable growth and we will aim to steadily expand
operating profit with basic policies of improving carnings through a screp and build approach,
retuming cxisting stores to profitability, and maximizing efficiency through business restructuring
and business improvement. To cnsurc that the management plan is executed and to achieve
enterprise value improvement, we believe that we need 10 make quick business decisions and expand
synergies in the Tokyu Group in cooperation with Tokyu Corporation, our parent company.

The Company believes that it will be able to make quicker decisions and maximize Group synergies
by becoming a wholly owned subsidiary of Tokyu Corporation through the share exchange, which
will consolidate the management and strategies of the Company with those of Tokyu Corporation. As
a result, we will be able 10 achieve sustainable growth and continue to play a role in enhancing the

value of the arcas along Tokyu's railway lines.

We would like to express our deep appreciation for the support of our sharcholders. We
respectfully ask you to consider and approve the share exchange.

2. Summary of the share exchange agreement
The following is the share exchange agreement that the Company concluded with Tokyu

Corporation on March 27, 2008:
Share Exchange Agreement (Copy)

This Share Exchange Agreement (hereinafier known as the “Agreement“} is made and eniered info
by and between Tokyu Corporation, having its office at 5-6, Nanpeidai-cho, Shibuya-ku, Tokyo
(hereinafier referred 10 as “Tokyu") and Tokyu Sore Chain Co., Ltd., having its office at 1-21-12,
Kamimegtiro, Meguro-ku, Tokyo (hereinafier referred to as “Store ™).

NOW. THEREFORE, the parties hereto agree as follows:

Article I: Share exchange

Tokyu and Store shall carry out a share exchange (hereinufier referred io as the “Share
Exchange”) through which Store will become a whol!y-owne-d subsidiary of Tokyu, in accordance
with the provisions of the Agreement. Tokyu shall acquire all issued shares of Store (excluding
shares of Store already held by Tokyu).
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Article 2: Effective date
The effective date of the Share Exchange (hereinafter referred to as the “Effective Date”) shall be
July 1, 2008. However, if necessary for Share Exchange procedures or for other reasons, the

Effective Date may be revised by mutual agreement through consultation between Tokyu and Store.

Article 3: Calculation of the number of shares to be delivered at the time of the Share Exchange;
Allocation of the shares
1. At the time of the Share Exchange, as consideration for the shares of Store, Tokyu shall deliver
common shares of Tokyu to "Store shareholders” (which term shall include shareholders listed
as beneficiary shareholders through custodial accounts, but shall not include Tokyu) recorded
as of the date preceding the Effective Date on the "final list of shareholders” (which term shall
include shareholders listed as beneficiary shareholders through custodial accounts). The
aggregate number of shares so delivered by Tokyu shall be equal to one multiplied by the towa!
number of ouistanding common shares of Sore held by Store shareholders as recorded on the
final list of shareholders as of the date preceding the Effective Date.
2. At the time of the Share Exchange. Tokyu shall allocate and deliver to each Store shareholder
one common share of Tokyu for each common share of Store held by such Store shareholder as

recorded on the final list of shareholders as of the date preceding the Effective Date.

Articte 4: Amount of capital stock and reserves of Tokyu
The increase in the capital stock and reserves of Tokyu as a result of the Share Exchange shall be
as provided befow, However, the amount of increase may be changed by mutual agreement
threugh consultation between Tokyu and Store as a result of any change in circumsiances occurring
prior to the Effective Date:
(1) Capital stock: 0 yen
(2) Capital reserve
The total amount of change in capital paid by shareholders, calculated based on the
provisions of the Corporate Accounting Regulations

(3) Earned reserve: @ yen

Article 5: General meeting of shareholders for approval of the Share Exchange Agreement
1. Tokyu shail carry out the Share Exchange without obtaining the approval of the Agreement at a
general meeting of shareholders based on Paragraph | of Article 795 of the Companies Act, ax
provided in Paragraph 3 of Article 796 of the Companies Act.

2. Store shall seek approval for the Agreement and resolutions of matters necessary for the Share
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Exchange at the ondinary general meeting of shareholders scheduled o be held on May 22,
2008. However, if necessary for Share Exchange procedures or for other reasons, this

paragraph may be revised by mutual agreement through consultation berween Tokyu and Store.

Article 6: Management of company asseis, elc.

I. During the period from the date hereof to the Effective Date, Tokyu and Store shall conduct
business and manage and operaie their respective assets with the care of a good manager.
Tokyu and Store shall only carry out acts that have a major effect on their assets, rights and
obligations upen prior consultation and agreement, )

2. Tokyu and Store shail not pay dividends unless paid to shareholders and registered pledgees
recorded on the final list of shareholders for the relevant company as of March 31, 2008 and
February 29. 2008, respectively, subject to the following limitations:

- (1) 3yenper share and 3,794,553,120 yen in total for Tokyu
(2) 5 yen per share and 349,608,500 yen in total for Store

Article 7: Amendment and termination of the Agreement

During the period from the date hereof 1o the Effective Date, if a major change occurs to the
assets or management conditions of Tokyu or Store due to a natural calamity or due to other reasons
or situations that seriously impede the Share Exchange, Tokyu and Siore may, upon mutual
agreement through consultation between Tokyu and Store, amend ithe conditions of the Share

Exchange or the provisions of the Agreement, or terminate the Agreement.

Article 8: Effect of the Agreement )

The Agreement shall lose its effect if the approval of the general mecting of shareholders of Stare
is not obtained as set out in Paragraph 2 of Article 5, or if the Agreement is terminaled as set out in
Article 7.

Article 9: Negotiation
Matters necessary for the Share Exchange that are not provided in the Agreement shall be decided

by Takyu and Store through negotiation in accordance with the purpose of the Agreement.

IN WITNESS WHEREOF, Tokyu and Store have caused the Agreement to be created in duplficate,
signed and sealed, each party retaining one copy thereof, respectively.

March 27, 2008
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Tokyu:

Toshiaki Koshimura

President and Representative Director
Tokyu Corporation

5-6, Nanpeidaicho, Shibuya-ku Tokyo

Store:

Ichiro Takahashi

President, Representative Director
1-21-12, Kamimeguro, Meguro-ku Tokyo
Tolyu Store Chain Co.. Lid,

3

Appropriateness of consideration for the share exchange
(1) Adequacy of tke amount and value of the consideration of the share exchange

To ensurc the fairness and appropriateness of the share exchange ratio in the sharc
exchange, the Company has appointed GCA Savvian Corporation (hereinafier “GCA Savvian”)
and Tokyu Corporation has appointed Nomura Securitics Co., Ltd. (hereinsfier “Nomura

Securities™ as their independent financial advisors to assess the share exchange ratios.

GCA Savvian adopted the market stock price method (i.e., the market stock price average
method) to evaluate the common stock of Tokyu Corporation and that of the Company, because
the shares arc listed on the First Section of the Tokyo Stock Exchange and thus have market
prices. GCA Savvian also 'adopled the discountcd cash flow method (hercinafter “DCF
method™), on the grounds that analysis from other perspectives, in addition to the market stock
price method (i.c., the market stock price average method), is appropriate. The analyses of share

exchange ratios were submitted to the Company.

The number of common shares of Tokyu Corporation to be allotted per common share of

the Company by cach valuation method is as follows:

Method Range of share exchange ratio assessments
Market stock price method
(i.e., market stock price average method) 0.758100.769
DCF method - 094810 1.273

With the market stock price method (i.e., market stock price average method), share

exchange ratios were cvaluated based on the volume weighted average price on March 25, 2008
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and the volume weighted average price from February 26, 2008 to March 25, 2008,

Nomura Securities adopted the market stock price average method to cvaluate the common
stock of Tokyu Corporation and that of the Company, because the shares are listed on the First
Section of the Tokyo Stock Exchange and thus have market prices. Nomura Securities also
adopted the comparable companics analysis and the DCF method, on the grounds that analysis
from other perspectives, in addition to the market stock price average method, is appropriate.
The analysis of the share exchange ratio was submitted to Tokyu Corporation.

The number of common shares of Tokyu Corporation to be allotted per common share of

the Company by each valuation method is as follows:

Method Range of share exchange ratic assessments
Market stock price average method 0.76100.78
Comparable companies analysis 0.86t0 1.06
DCF method 0.88t01.02

With the marker stock price average method, share exchange ratios were evaluated based
on the closing price on March 26, 2008 (hereinafter the “Immediately Preceding Day™), the
average of closing prices in the week ending on the Immediatcly Preceding Day (from March
21, 2008 to March 26, 2008), and the average of closing prices during the period from the day
following the date of certain announcements regarding material information of the Company (a
“Notice of Posting of Extraordinary Loss, Reversal of Deferred Tax Assets, and Revision of
Full-Year Forecast” and a “Notice of Development of a New Three-Year Medium-Term
Management Plan” dated February 27, 2008) to the Immediately Preceding Day (i.c., from
February 28, 2008 to March 26, 2008).

Tokyu Corporation and the Campany carefully examined the share exchange ratio based
on the valuations submitted by the above independent financial advisors, and discussed and
negotiated the ratio. As a result, both companies determined the share exchange ratio for the
share exchange a1 their respective Board of Directors mectings held on March 27, 2008, and

entered inlo a share exchange agreement on the same day. The determined share exchange ratio

is as follows:
Company Tokyu Corporation Tokyu Store Chein
{Parent company) {Who!ly owned subsidiary)
Share exchange ratic 1 ' 1

The Company has received from GCA Savvian an opinion stating that the agreed share

exchange ratio is fair to the minority shareholders of the Company from a financial point of
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view. Tokyu Corporation has received from Nomura Securitics an opinion stating thai the
agrecd share ¢xchange ratio is fair to Tokyu Corporation from a financial point of view.

(2) Adequacy of the capital and reserves of Tokyw Corporation to be added by the share
exchange

The amounts of capital and reserves of Tokyu Corporation to be added by the share
exchange arc as follows:

(i) Capital: ¥

{ii} Capital reserve: All changes in cquity capital will be calculated under the

provisions of the company’s accounting rules,
(iii) Earned reserve: ¥

The Company and Tokyu Corporation believe that the amounts of capital and reserves
above are adequate, taking into consideration laws and regulations and the capital policy of

Tekyu Corporation.

(3) Reason for choosing tommon shares in Tokyn Corporation as the consideration of the
share exchange
The Company and Tokyu Corporation have chosen commeon shares in Tokyu Corporation,
the parent company, as the consideration for the share exchange, The Company has determincd
that Tokyu Corporation shares arc appropriate as consideration for the share exchange for the
following reasons:
(i) The teading volume of Tokyu Corporation shares on the stock market is high, showing
high liquidity.
(i1) Tokyu Corporation will become & parent company and the Company will become a
wholly owned subsidiary through the share exchange. When the shareholders of the
Company receive common shares in Tokyu Corporation in consideration for the share
exchange, they will be able to benefit from the synergy generated by this relationship.

(4) Actloas taken to prevent the share exchange from bharming the interests of
sharebolders of the Company other than Tokyu Corporation, the pareat compary

Since Tokyu Corporation is the parent company of thc Company, both companies
separately requested independent financial advisors to assess the share exchange ratios and used
the results of the valuations to ensure the fairness and appropriateness of the share exchange
ratio as described in section 3(1). Both companies carefully examined the share exchange ratios

based on the valuations submitted by the independent financia! advisors and discussed and
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negotiated share exchange ratios. As a result, the companics agreed on the above exchange

ratio.

To avoid any conflict of interest, one director of the Company who concurrently serves as
representative director of Tokyu Corporation did not participate in the relevant discussions and
resotutions of meetings of the Board of Dircctors meetings of the Company. For the same
reason, an outside corporate auditor of the Company who concurrenily serves as a director of
Tokyu Corporation did not participate in discussions of the share exchange or expressed

opinions regarding the share exchange.

4. Reference for consideration of the share exchange
(1) Articles of Incorporation of Tokyu Corporation

Artvicles af Incorporartion of Toku Corporation

Revised on June 28, 2007

Chapter | General Provisions
{Business Name)}
Article 1. The name of the Company shall be Tokyo Kyuko Dentetsu Kabushiki Kaisha.
The English name shall be TGKYU CORPORATION.

{Purpose)
Article 2. The purpose of the Company shall be to conduct the following businesses:
I.  Railway and ropeway cperations
Tramway operations
General transportation using vehicles
Management of residential land, and trading and leasing of land and houses

Management of golf courses, sports facilities, and culture schools

T U VI ¥

Management of restaurants and sale of food articles, convenience goods, and aleoholic
beverages

Managemeni of hotels

8. Travel business

9. Design and execuiion of civil engineering and consiruction services by contract

10. Agency business for trade of producits In relation to specific prepayment type

transactions
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11, Investment and loans or debt guarantees in relation to operations necessary for the
management of the Company

12. Damage insurance agency business

13.  Information provision and processing, and telecommunications

14. Investment advisory business in relation to real estate, securities, and other financial
assels

15.  FM broadcasting under the Broadcast Law

16. Manufacture, repair, and sale of railway vehicles, automobiles, containers, parking
equipment, and their parts

17.  Outsourced management and maintenance of shopping centers

18. Operations relating to advertising

19.  Outsourced management and leasing of real estate

20. Business relating (o the handling of credit cards and instaliment sales under the
Installment Sales Law

21. Secu;hy business under the Private Security Industry Act

22. Investment in and the trade, brokerage, and management of equity contributions to
specific purpose companies, special purpose companies (specified in the regulations
concerning the terms, forms and creation methods of financial siatements), and real
esiate investment rusts .

23.  Any business incidental to the businesses specified in the preceding items

(Location of Head Office)

Article 3. The head office of the Company shall be located in Shibuya-ku, Tokyo.

{Organs)

Article 4. The Company shall establish the following organs in addition to the General Meeting of

Shareholders and directors:

(1)
{2
()
4

Board gf Directors
Corporate auditors
Board of Corporate Auditors

Accounting auditors

(Method of Public Neotice)
Article 5. The Company shall give public notices by electronic means. However, if the Company is

unable to give a public notice by electronic means, it shall place a public notice in the Nihon Keizai

Shimbun.
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Chapter 2 Shares

(Number of Authorized Shares)
Article 6. The total number of authorized shares of the Company shall be 1.8 billion.

{Issue of Share Certificates)
Article 7. The Company shall issue share certificates for its shares.

(Number of Shares in One Share Unit and Non-Issuance of Share Certificates for Fractional Shares)
Article 8. The number of shares of the Company in one share unit shall be 1,000.

Notwithstanding the provision of the preceding article. the Company shall not issue share
certificates for shares less than the number of shares per unit (hereinafter “Fractional Shores”)

unless otherwise stipulated in the Share Handling Regulations.

{Acquisition of Treasury Stock)
Article 9. The Company may acquire treasury stock by resolution of the Board of Directors under
Article 165, Paragraph 2 of the Companies Act.

{Rights Relating to Fractional Shares)
Article 10. “Shareholders” (which term shall include shareholders listed as beneficiary shareholders
through custodial accounts) holding fractional shares of the Company may not exercise, with respect
to such fractional shares, any rights other than the following:

(1) The rights set out in Paragraph 2, Article 189 of the Companies Act

(2) The right to demand acquisition under Paragraph 1, Arlcle 166 of the Companies Act

(3) In accordance with the number of shares held by such shareholder, rights to receive an

allotment of shares offered or an allotment of stock acquisition rights offered
(4) The right to make demands as stipulated in the following article

(Further Buying Fractional Shares}
Article 11. A shareholder holding fractional shares of the Company may demand the sale of the
number of shares that will together with the fractional shares held by such shareholder constitute a

unit under the Share Handling Regulations.

{Shareholder Registrar)
Article 12. The Company shalf appoint a shareholder registrar.
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The Company shall appoint a shareholder registrar and an office thereof by resolution of the Board
of Directors and shall give public notice thereof.

The Company shall outsource to the shareholder registrar the preparation and maintenance
of the “list of shareholders" (which term shall include the list of holders of shares beneficially held
through custodial accounts), the original register of stock acquisition rights, and the register of lost
share centificates of the Company and other administrative work relating to the list of shareholders,
the original register of stock acquisition rights, and the register of lost share certificates. The

Company shall not perform such work.

(Handling of Shares)
Article 13. The handling of shares of the Company and handling charges shall be as set out in the
Share Handling Regulations stipulated by the Board of Directors in addition to laws and regulations

and the Articles of Incorparation.

Chapter 3 General Meeting of Shareholders

{Convocation)
Article 14. An Annual General Meeting of Shareholders of the Company shall be called in June each
year. Extraordinary General Meetings of shareholders shall be called as necessary.

(Record Date of Annual General Meeting of Shareholders)
Article 15. The record date for voting rights a1 the Annual General Meeting of Shareholders shall be

March 31 each year.

(Internet Disclosure of Reference Documents Etc. of General Meeting of Shareholders)

Article 16. When convening a General Meeting of Shareholders, the Company may disclose through
_ the Internet in accordance with the provisions of ordinances of the Minisiry of Justice information on
matters that would normally appear in reference documents, business reports, accounting documents,
and consolidated accounting documents. The Company may deem such disclosure as constituting the

provision of the above information to shareholders.

(Resolution)
Article 17. Resolutions of General Meetings of Shareholders shail be made by a majority vote of the
voting rights of the shareholders who are presemt and can exercise their voting rights, unless
otherwise specified by laws and regulations or the Articles of Incorporation.

Resolutions provided for in Article 309. Faragraph 2 of the Companies Act shall be made by
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two-thirds or more of the voting righls in @ General Meeting of Shareholders attended by
shareholders having one third or more of the voting rights of shareholders with voting rights.

(Exercise gf Voting Right by Proxy)
Article 18. Shareholders may exercise their voting rights by having another shareholder who has the
right 1o vote act as their proxy.

In this case, the shareholder or the proxy shall submit to the Company a documeni showing
evidence of the proxy s power of representation for each General Meeting of Shareholders.

{Chairperson)
Article 19. The chairperson of the General Meeting of Shareholders shall be the president of the
Company. If the president s unable to so act, another direcior shall chair the meeting. If no director

is available, the chairperson shall be appointed from among the shareholders present.

(Rules for Procedure)
Article 20. The Boand of Directors may establish rules for the procedures of the General Meeting of
Shareholders,

Chapter 4 Directors and Board of Directors

(Prescribed Number of Directors)
Article 21. The number of directors of the Company shall not exceed 20,

{Election)
Article 22. A resolution to elect directors shall be made by a majority of the voting rights in a
General Meeting of Shareholders attended by shareholders having one thind or more of the voting

rights of shareholders with voting rights. Cumulative voting shall not be adopied.

(Term of Office)
Article 2. The term of office of directors shall expire at the end of the Annual General Meeting of

Shareholders for the last fiscal year that ends within one year of their election.

(Convocation of Board of Directors)
Article 24. A notice convening a Board of Directors’ meeting shall be given to each direcior and
auditor ot least one week prior 10 the day of the meeting. Such notice period may be reduced in the

even! of an emergency.
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(Resolution of Board of Directors in Writing)
Article 25. If the requirement specified in Article 370 of the Companies Act is met, it shall be deemed
that the Board of Directors has resolved to approve any matter that has been put to a resolution by

the Board of Directors.

(Chairperson, President, Vice President, Senior Managing Director, and Managing Director)
Article 26, The Company may appoint one chairperson of the board, one president, several executive

vice presidents, several senior managing directors, and several managing directors.

(Representative Direclors)
Article 27. Representative directors shail be appointed by resolution of the Board of Directors.
The president shall be a representative director,

(Rules of the Board of Directors)
Article 28. Matters relating to the Board of Directors shall be sel out separately.

(Agreement on Limitation of Liability with Outside Directors)

Article 29. The Company may enter into an agreement with outside directors to the effect that the
liability of the outside directors under Article 423. Paragraph | of the Companies Act shall be
limited to an amount specified by laws and regulations, provided the outside directors act in good

JSaith and are not grossly negligent in performing their duiies.
Chapter 5 Corporate Auditors and Board of Corporate Auditors

(Prescribed Number of Corporate Auditors)
Article 30. The number af corporate auditors of the Company shall not exceed five.

(Election)

Article 31. A resolution to elect corporate auditors shall be made by a majority of the voting rights in
a General Meeting of Shareholders antended by shareholders having one third or more of the voting
rights of shareholders with voting rights.

(Term of Office)
Article 32. The term of office of corporate auditors shall expire at the end of the Annual General

Meeting of Skarehalders for the last fiscal year that ends within four years of their election.
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The term of office of a corporate auditor who has been elected to fill a vacancy left by a
corporate auditor who has retired before the expiration of the term of office shall expire at the
expiration of the preceding corporate auditor 5 term of office.

{Convocation of Board of Corporate Auditors Meeting)
Article 33. A notice convening a meeting of the Board of Corporate Auditors shall be given to each
auditor at least one week prior to the day of the meeting. Such notice period may be reduced in the

event of an emergency.

(Rules of the Board of Corporate Auditors)
Article 34. Matters relating to the Board of Corporate Auditors shall be set out separately.

(Agreement on Limitation of Liability with OQuiside Corporate Auditors)

Article 35. The Company may enter into an agreement with outside corporate auditors to the effect
that the liability of outside auditors under Article 423, Paragraph 1 of the Companies Act shall be
limited to an amount specified by laws and regulations, provided the outside corporate auditors act

in good faith and are not grossly negligent in performing their duties.

Chapter 6 Accounting Auditors
(Election) ’
Article 36. Accounting auditors shall be elected at the General Meeting of Shareholders.

(Term of office)
Article 37, The term of office of accounting auditors shall expire at the end of the Annual General
Meeting of Shareholders for the last fiscal year that ends within one year of their election.

Unless otherwise determined at the Annual General Meeting of Shareholders mentioned in
the preceding provision, accounting auditors shall be deemed to have been reelected at the Annual
General Meeting of Shareholders.

Chapter 7 Executive Advisors
(Executive Advisors)
Article 38. The Company may appoint executive advisors by resolution of the Board of Directors.

Chapter § Accounting

(Fiscal Year)
Article 39. The fiscal year of the Company shall be one year - from April 1 of each year to March 31
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of the following year.

(Record Date of Dividends)
Article 40. The record date for year-end dividends shail be March 31 of each year.

The Company may pay dividends in addition to those mentioned in the preceding paragraph
after establishing another record date.

{Interim Dividends)
Article 41. The Company may pay by resolution of the Board of Directors interim dividends, with a
record date of September 30 each year. ;

(Limitation for Claiming Payments of Dividends)
Article 42, If dividends are paid in cash, and if any such dividends have not been claimed for a full
three years from the date the payment of dividends commenced, such dividends shalf reveri to the

Company.

(2) Method for converting Tokyu Corporation shares into cash

{i) Market for trading Tokyu Corperation sharcs

Tokyu Corporation shares are traded on the First Section of the Tokyo Stock Exchange.
(§i) Intermediary, broker, ar agent for the trading of Tokyu Corporation shares

Tokyu Corporation shares can be traded through general securities firms.

(3) Market price of Tokyu Corporation shares

“The average of the closing market price of Tokyu Corporation shares on the Tokyo Stock
Exchange during the threc months ending on the business day immediately preceding the day
that the share exchange agreement was concluded (the share exchange agreement was
concluded on March 27, 2008) was ¥639. The closing market price on the business day
immediately preceding March 27, 2008 was ¥566.
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5.

Accounting documents of Tokyu Corporation for the latest fiscal yesr
(Business report, balance sheet, statement of income, statement of changes in net assets,

non-consolidated notes, the Audit Committee’s audit report, accounting auditor's audit report)

(Tokyu Corporation}
Business Report
{From April 1, 2006 to March 31, 2007)
| k rou
1. Business Review

{1) Aunalysis of Results
During the term under revicw, the Japanese economy sustained its recovery on the strength
of steady consumer spending, in turn reflecting a risc in capital investment and a stronger

cmployment environment enabled by robust corporate results.

In this environment, the Group was active across its business lines, improved management
efficiency and took steps to improve results lo reform its camings structure and achicve
sustainable growth based on collaboration between operations in areas served by the Tokyu
railway lines. These efforts were made under the three-year medium-term plan, for which the

term under review represents the second year.

As a result of these efforts, operating revenue for the term was ¥1,381,975 million {down
0.5% from the previous year), while operating profit was ¥80,088 million (down 6.5%),
reflecting special factors, namely a change in the accounting term of Sapporo Tokyu Store
Chain Co., Ltd., the completion of construction of an underground line for the Meguro Line,
and an increase in the fixcd asset retirement cost of the railway operation business. In contrast,
recurring profit increased 9.7% from the previous year, to ¥81,227 million, and net income rose

39,9%, to ¥58,722 million, thanks to an improvement in equity method investment gains.
The results for each segment are as follows.
(§) Transportation
Before the amendment of the Railway Emerprise Law in last October, the

Company cstablished 2 Safety Promotion Committee to specialize in safety and prevent
any recurrence of the accident that took place last June, and bolstered its safety
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management function. Safety is at the very heart of our operations, and initiatives in this
arca are underway throughout the Company. In our railway operations, in particular, we
constantly remind our employees that ensuring safc transportation is their most critical role.
We have also completed installation of signal equipment to prevent excess speed at curving
sections along the Ikegami and the Tokyu Tamagawa lines, where automatic train stop
systems are installed for greater safety in our passenger train service.

During the term under review, we installed morc security buttons and security
cameras in plaiforms, concourses and toilets for customers to safely and comfortably use
station equipment. In addition, out of 88 railway stations, clevators were installed at 62
stations, escalators at 36 stations and multi-function tailets at 66 stations as of the end of
the term under review, Work to make all stations barrier-free is planncd to be completed by

2010. We have also installed automated external defibrillators in 21 stations.

We also introduced a total of 97 new 5000-series cars, boasting excellent
failure-resistance and highly reliabte equipment, to the Toyoko Line, the Meguro Line and
the Den-cn toshi Line. We introduced four-car trains with six doors and retractable scats o
prevent delays at peak hour in the moming and reduoe congestion on the Den-en-toshi
Line. Among large-scale improvement work, we constructed an underground line between
Fudomae and Senzoku in the “Project to Build a Multi-Level Crossing Between Fudomae
and Senzoku on the Meguro Line,” which is a Tokyo city planning project, and removed
all 16 railroad crossings which existed in the Fudomae-Senzoku section. In addition,
escalators and elevators were installed in Musashi-Koyrma and Nishi-Koyama stations. In
the “Project to Improve the Section Between Meguro And Tamagawa on the Meguro Line
and Quadruple Track Construction Between Tamagawa and Hiyoshi on the Toyoko Line,”
which secks to bolster transportation capacity on the Toyoko Line, the line between
Musashikosugi and Hiyoshi was elevated last September, and the time required for
trensportation during daytime was reduced in the Toyoke linc. The opcretion of express
trains also started on the Megwo Line, as another initiative designed to improve

CONvemence.

In the “Project to [mprove the Section Between QOimachi and Futagotamagawa
on the Oimachi Line and Quadruple Track Construction Between Futagotamagawa and
Mizonokuchi of the Den-en-toshi Line,” which secks to reduce congestion on the
Den-en-toshi Line, there was progress in the construction of the Kajigaya carbarn and the
improvement work of Hatanodai Station. Express trains will enter operation between
Oimachi and Futagotamagawa in March next year. In addition, a committee of experts
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from inside and outside the Company was established to look at ways 1o reduce congestion
on the Den-en-toshi Line, The Company remains committed to developing future

measures.,

In the “Project to Improve the Section Between Shibuya and Yokohama,” which
seeks to improve convenience on the Toyoko Line, we proceeded with the construction of
an underground line between Shibuya and Daiksnyama with the aim of starting operation
of direct trains together with the Tokyo Metro Fukutoshin Line in 2012.

The Company and Sagami Railway Co., Ltd. filed an application to authorize a
speed improvement plan based on the Urban Railway Convenience Improvement Law and
construct a connection linc to make it possible to operate direct trains on the Toyoke Line,
Meguro Line and Sagami Line, and oblained the approval of the Ministry of Land,
Infrastructure, Transport and Tourism in April. We will take steps to create widc-arca
tailway networks and invigorate communities. We will reduce time required to travel from
central Kanagawa Prefecture to the heart of Tokyo and improve access from the Toyoko
Line and the Meguro Line to Shin Yokohama and the Tokaido Shinkansen.

We also introduced the IC rail pass card PASMO in March. Passengers can now
use major railways and buses on regutar routes in the Tokyo metropolitan area with just
one card.

The number of passengers carried by the Company increased 2.3% from the previous year,

.to 1,018 million.

Izukyu Corp. continued to carry out tunnel reinforcement work, and made a

number of capital investments, including rock fall prevention work for safety improvement,

lzukyu Corp. also established a Tokyo Office to bolster its business systems in the Tokyo
metropolitan area. In addition, “lzu-no-natsu go," the advertiscment car of lzu, began
operating on the Tokyu Den-en-toshi Line. A special train, “Kurofune Densha,” arrived at
JR Tokyo Station. lzukyu Corp. thus began to attract passengers from the Tokyo
metropolitan area, The number of passengers carried by lzukyu Corp. increased 1.5%

year-on-year, to 5.72 million.
Tokyu Bus Corp. took over four routes from Yokohama City Traffic Burcau and

Kawasaki City Traflic Burcau and improved services for customers by increasing bus

services and revising schedules for the peak hours in the morning and at night. The number
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of passengers carried by Tokyu Bus Corp. increased 4.8% from the previous year, to 148

million.

Operating revenue of the transportation segment declined 0.2% from the
previous year, to ¥192,636 million, a result of the exclusion of the revenue of Nihon
Kamotsu Kyuso K. K. as a result of sharc transfer, Operating profit decreased 34.0%, to
¥25,699 million, with an increase in disposal cost of fixed assets of the railway operation

business.

(i) Renl Estate

In the real estate sales business of the Company, the sale of “Genehill Azamino”
houses built for sale and the “Dresse Utsukushinomori Florajyu” condominiums in the
Tama Den-en-toshi Line, and the sale of “Shonan Mcgumigaoka” houses built for sate in
Hiratsuka City in Kanagawa Prefecture remained brisk. The Company also developed the
houses for sale and the condominium business in Shinjuku Ward, Tokyo, in Machida City
and in Nishi Ward in Yokohama City, where it acquired or sold land.

In the real estate lease business, tenants were invited and refurbishment was
carried out to suit the characteristics of leased office buildings and commerciat facilitics.

Action was also taken to increase the value of properties.

Last October, & commercial facility called Trainchi and consisting of 13
restaurants and shops opened at the site of the carbarn adjacent to Jiyugacka Station.

In the development of the area around Tama Plaza station, a project called “Tama
Plaza Terrace South Plaza,” four shops including Atrio Due Tama Plaza started business in
January. in addition, in the “Nagatacho 2-chome Plan” (Chiyoda Ward, Tokyo),
development of a multi-purpose building is underway on the site of the former Capitol
Tekyu Hatel.

In the area cast of Futagotamagawa Station, the Company participates in the
Futagotamagawa East Region Urban Area Redevelopment Project. We are pushing ahead
with the redevelopment project to construct commercial facilitics, offices and
condominiums based on the rights transfer plan approved by the Tokyo metropolitan
govemment in March, In addition, the area around Shibuya Station was designated as an
urgent urban redevelopment area, which enabled us to make progress in ncgotiations with

the Jocal community and governmen!.
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The Company is also focusing on its security business, to enhance the value of
arcas along the Tokyu Line. We have created and provide environments offering true peace
of mind, such as the start of kids security services using the IC rail pass card PASMO
beginning this April, We remain committed to town security and will strive to contribute to

the creation of safe and comfortable towns and cities.

Operating revenue in the real estate segment increased 7.3% from the previous
year, to ¥152,017 million. Operating profit rose 19.3%, to ¥26,020 million.

(i3i) Retail

Tokyu Department Store Co., L1d. offered a greater choice of goods and pursued
a customer-oriented sales strategy as a means of establishing a stable eamings structure. It
also instituted a number of reforms, including a sweeping reform of sales floar operations.
Tokyu Department Store changed its sales floor environments and product offerings on the
first floor of head office, the women's clothing floor of the Toyoko store and the menswear
floor of the Kichijyoji store. Tokyu Department Store also held a number of indcpendent

cvents to increase the number of customers.

This March, the Company, Tokyu Department Store Co., Ltd and setan Co., Ltd.
entered into a basic agreement for a comprchensive business alliance between Tokyu
Department Store and Isetan. The purpose of the alliance is to offer a choice of goods that
better meet cuslomer demands, tailor operations to improve customer satisfaction and

achicve greater efficiencies, all through collaboration between the companics.

To strengthen its business foundations, Tokyu Store Chain Co., Lid. continued to
pursue a policy of creating shops that have customer support and developing products with
a focus on quality. During the term, Tokyu Store Chain conducted vigorous sales
promotion and product development to mark its fiftieth -anniversary. It also opened
Kinshicho Tokyu Store in April, Rarapoto Kashiwa-no-ha Tokyu Store in November, and
lechigao Tokyu Store in February, refurbished Akiruno Tokyu and sought to enhance its

ability to attract more customers.
Total operating revenue of the retail busincss scgment declined 2.6% from the

previous year, to ¥660,271 million, reflecting the change of part of the sales floor of Tokyu
Department Store to a lcased floor and a change of the accounting term of Sapporo Tokyu
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Store. In contrast, operating profit rosc 11.7%, to ¥16,114 million.

(iv) Leisure and Services

Tokyu Agency Inc. revamped ils entire organization and sought .!-o improve
planning and presentation capabilitics so that it could demonstrate originality and
strengthen its business. Despite these efforts, sales declined as a result of competition in
the industry, which remains ferocious. Its Communications inc. introduced new digital
broadcasting receivers as part of its aspiration o create living infrastructure that is a center
of information, the basic policy in its business plan, and developed advanced and
competitive offerings, such as the stan of digital broadcasting services. Ms
Communications inc. gained greater recognition as community-based media by relaying
broadcasts of events, eic. with close links to the community, such as Yokohama City’s

Comprehensive Emergency Dritl for 2006,

There were 556,000 connected houscholds as of the end of the term under

review.

Total operating revenue of the leisure and services segment decreased 3.3% from '
the previous year, to ¥183,284 million, as a result of a decline in sales of Tokyu Agency,
etc. Operating profit increased 13.1%, to ¥3,208 million.

{v) Hotels

Tokyu Hotels Co., Ltd. continued to strive lo secire revenue through the
acquisition of corporate agreements, the bolstering of Intemet sales and the cxpansion of
members’ organizations. During the term under review, the hote] business in the Tokyo
metropolitan area and the Kansai region remained brisk, by capitalizing on the recovery in
corporate demand and consumer spending. Nonetheless, operaling revenue declined from
the previous year, reflecting the closure of Capitol Tokyw Hotel, which will be
recemstructed through the promotion of the Nagatacho 2-chome plan, and Osaka Tokyu
Hotel and Macbashi Tokyu [nn.

[n March, it was agreed that the Company’s shares in Pan Pecific Hotels and
Resorts Pte. Ltd., which operates hotels overseas, would be transferred to a subsidiary of
the UOL Group Ltd., which is involved in the hotel business in Southeast Asia, China and

Occania,
Total operating revenue of the hotel business segment declined 4.1%
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year-on-year, to ¥99,099 million. Operating profit decreased 4.9% to ¥3,714 million.

(vi) Other businesses
Tokyu Car Corp. sought 1o secure earnings such as the strengthening of business,

improvement of productivity and reduction of material procurement costs.

In the railway car-related business, the number of accepted orders for cars
steadily increased, centering on large private railway companies. In the multistory parking
equipment business, operating revenuc and profit rose thanks to the active development of

the service business.

As a result, overall operating revenue from other businesses increased 10.4%
from the previous year, to ¥170,284 million, and operating profit rose 106.5%, to ¥4,966

mitlion.

{2) Capital investment
The capital investment of the Group amounted to ¥147,966 millien in total.

Major capital invesiments are as follows:

(i) Major completed construction, efc,
Business segment Details of major capital investments

Tronsportation [Tokyu Bus)
Purchase of 117 bes

Real estete |Company)
Construction of Tatray Plaza Terrace South Plaza

Retails [Tokyu Store Chain)

Construction of Kinshicho Tokyu Store and opening of Ichigao Tokyu Store
[Tokyu Depanment Store)

Refirbishmeri work of the sales flcors of the head office and Kohoku Toloyu

[Nagano Tokyuw Depastmert Siore]
Acquisition of land snd building wused for stores in Nagano City, Nagtno Prefecture

(li) M ajor coustraction, etc. underway

Busincss Segment Detils of Major Capital Investments

Transportation [Company)

Constraction for the eddition of oitway lines in the seotion between Musathikosugi and Hiyoshi in
the “Project 1o Improve the Section Between Mezgure And Tammgawa on the Meguo Line and
Quadruple Track Constrxtion Betwoen Tamagawa and Hiyoshi on the Toyoko Line™

Construction of an underground ling between Shibuya Station and Duikanyama Statien in the
“Projeqt to Improve the Section Berween Shibuya and Yokohama™

In the "Project to Improve the Section Between Qimachi and Futsgommagaws on the Qimmchi
Line end Quadruple Track Construction Between Futagotamogswe and Mizonokwchi of the
Den-en-toshi Ling,” the quadruple track construction between Fulagotamagswa and Mizenokuc hi
and the work to improve Hatenodei Station

Construction of a multi-level crossing between Megiro and Senzoku of the Meguro line

Real coiate [Company]
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Plan for the development of the atea eround Tama Plaza station
Reuil [Tokyu Store chain)
Canstroction of “Kawabe Tokyu™
Whole comparny [Company]
(common) Construction and transfer of “Tolcyu Hospital”
(3) Financing

The Company issued the 61st and 62nd unsecured bonds amounting to ¥20
billion in tota) on June 13, 2006. Tokyu Finance and Accounting Co., Lid. entered into a
¥50 billion total Joan commitment line agreement, and Tokyu Department Store Co., Ltd.
entered into a ¥22.9 billion total loan commitment line agreement, with major financial
institutions to raise working capital.

The bafance of interest-bearing liabilitics such as bonds and debts as of the end
of the term under review stood at ¥1,008,895 million, down ¥98,029 million from the cnd
of the previous term,

{4) Transfer of business and merger, etc.

The Company merged Shibuya Devetopment Co., Ltd., a wholly-owned subsidiary
of the Company, on April 1, 2006.
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2.  Properties and profit and loss
(1) Properties and profit and loss of the Group

' (Million yen}
138th werm
. 135th term 136¢h term 137th tetm :
Calegory consolidated {term under review)
(Term ended March 2004) | (Tam ended March 2005) | (Term ended March 2006) (Term ended March 2007)
Openating revenue 1,223,403 1,055,564 1,388,554 1,381,978
Net income 12,345 35,432 41,962 58,722
Net incomne per share (¥) -11.06 AL 35.64 49.43
Mel worth 2,010,141 2,113,208 2,021,268 1,949,350
. Total assets 160,962 185,058 258,728 363,282
J
i (Hotas}
i I. A minos sigt denotes n lost
: 2. Not proft per sharo was catoutuicd basod on the aversge oftotal aumber of outsianding shares fof the term (excloding treasury mocks). For
this calcutmion, directons bomuscs were deducted from net mceme {or the 135t termy, the 136th term and Lhe 137th term. The accounting
standard for divecion” b {ASB A ng Sindard No 4, A ing Standard for Dirwctors' Bonuaes) has been applied beginning
the 138th torm.

3. The sccounting aandard (or the dication of net amcts on the balance sheet (ASB An ing Standard No.J, Ac ing Standard for
Presentmion of Net Assets oo the Balmee Sheet) and the guideline on the application ofvke ing standurd fbv the indication ol tbe net
aoxiy on the baloser cheet {ASB Quid No3, Quid on A ing Standard For Presentalion of Net Atscts on the Balmee Shea)
have been spplied begiming the 1 38th term,

; 4, The net logs for the L35th lom lied from the r ding of dinary losses such 83 asset impairment 1048 caused by tha ey
spplication of the asset impairment sccounting.

5. Tha decling i opertting rovenue for the [36th tam was sitributable 1o the exclusion of the revenue and expenditure of the congruction
brusiness of \he [ormer Tokyw Construction Co,, Lid, (current TC Properties Co., Ltd.) & Tokyu Tounis Cerp, was excluded from the scope
of conxolidmion Rllowing the sale of thares of Tokyu Tousia Corp,

§. The increase in cparaing revenve for the 137 tam was astritatable to the lidation of the profts and losses of Tokyu Department
Store wnd Tokyu Agency, .

7. The decline in Use total assews for the 138 term was due 10 e change of TC Propenties Co., Lid. from » conmolidated mbadisry (o 10 equay
method wRmpany.

3, The increase in 1he na icome Sr 1he 133th term was due (o the irproverent of equiy method inveRtment @ins.

{2) Properties and profit and loss of the Company

(Million yen)
138th term
. 1351h 1em 136th temn 137th term .
Categery non-consolidated (term under review)
(Term ended Masch 2004) | (Tem ended March 2005) | (Term ended barch 2008} Tam March 2007)
Qperating revenue 240,208 248,272 244 434 263,712
MNet income 63,106 23,405 31,656 13,109
Mt income per thare (¥) -55.57 20.45 31.89 11.02
' Hel wonh 131,175 1,478,943 1,466,818 1,413,835
Total assets 122,955 237441 287,663 309919
{Nozes)

1. A minug sign denotes nloss.

1. Netprofit per share was eadculated based on the sverags of toral number of outstanding shares for the Lerm (excluding weasury stocks). For
this calcutmion, the directors” borusss were deduaied from net income (or the [35th term, the 136th tem and the L17th tams The
sccounting ttandard Tor directors' bonuscs {ASB Accounting Standwrd Na 4, Accounting Standard for Directors’ Bonuses) has been applicd
beginniog ke | 38t term,

3, The sccounting standard (o the indication of pet 451y on 1he bal theet (ASB A ing Sundod No.5, Accouniing Sundod br

Presentmrion of Net Assets oo the Balance Sheet) knd the guide!ine on the application of tho sccouriing standand for the indication of the oet
agets on the blmee sheat (ASB Gmidance No.l, Guidance on Accounting Standard for Prescnisgiion of Net Aasets on the Balees Shet)
fave been applied beginning (e 138th iem.
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3, [mportant Parent Companies and Subsidiaries
(1) Relationship with parent company

Not applicable
(2) Magjor subsidiaries X
Company name Capital Stock Equity Perceninge Major Business
Million yen %

Tokyu Car Corp. 14,047 100.0 | Railway car-refoled business
Tokyu Store Chain Co., Ltd. 10,838 39.8 | Chain store busincss
Tokyu Department Store Co,, Lid. 10,000 100.0 | Department store business
Tokyu Bus Corp. 3,300 100.0 | Bus service business
Nagano Tokyu Depaniment Siore Co., Lid. 2,368 56.6 | Depsriment store business
Tokyu Hotels Ce., Ltd. 1,000 100.0 | Hotel business
[zukyu Corp. 9 100.0 | Railway business
{Notes)

1. The equiy percentage includes chares held by subsidiaries.

1. The percentage of the voting rights in Tolou Store
L iAa

3. The Company has 134

Chain Co., Ltd, became 40.4% and it is considered 10 be » subsidiary,
including 1he above seven companies, 12 fewer than the number of the previaus yesr. The

number of equity method companics of the Company s 25, three more than the aumber of the previous year.
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4, Medium- and Long-Term Objectives
The Company and the Tokyu Group have since April 2005 been cxecuting a three-year

medium-term management plan, The Group is pursuing three individugl growth straegies designed 10
produce synergy by coordinating core businesses in areas along the Tokyu reilway lincs, as pant of a basic
strategy of reforming the eamings structure and achicving sustainable growth through collaboration
berween our operations in the areas served by the Tokyw railway lines.

For a more focused area strategy, which is one of the three individual growth strategics, the
Area Strategy Promotion Committee, which consists of members from across the Group, will develop and
promote business stratcgies and individual business plans based on an enalysis of detailed characteristics
of areas atong the Tokyu lines. In eddition, the Group has begun to develop 8 mechanism (0 use ils assets
in a way that maximizes the effectiveness of the entire Group, and is taking steps to strengthen ties with

local communities, for example, by co-organizing events in areas served by Tokyu railway lines.

To develop central points in Tokyu areas, which is the second of the three individual growth
strategies, the area around the Tama Plaza station is being developed as Tama Plaza Tarace, with a grand
opening slated for 2010. The Group is also preparing for large projects such as the Futagotamagawa East
Region Urban Area Redevelopment Project and Development of the Arca around the Shibuya Station,
obtaining official approval and agreement from the rights holders necessary for the commencement of

work,

And as for the prometion of retail-related operations, the third of the three individual growth
strategies, the Group is e:xécuting facilities plans based on the Retail Business Refinement Plan, which is
a basic strategy for the Group's commercial facilitics located along Tokyu lines. At the same lime, the
Group is endeavoring to improve customer satisfaction through en alliance between Tokyu Department
Store and lsctan, and is impeoving the convenience and utility of TOP&, the Group’s common point card,

by integrating it with the IC rail pass card PASMO.

The Group has already achicved the management indicators set as objectives for the
management plan during the term under review. We will continue to strengthen our business base and
strive to maintain and improve these levels in 2007, the final year of the management plan.

In the next management plan, which gas underway in fiscal 2008, the Group intends to build on its
cumrent management initiatives, which are centered on a growth sirategy. Specifically the Group aims to
achieve more robust finances, so that it can mainin the longterm stability of its management
foundations as a corporate group operating & public transpontation business, while at the same time

completing ongoing initiatives and achieving further growth.

The Company and the Tokyu Group position safety as the foundation of all businesses. In
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particular, the Company, whose mission is public transportation, recognizes safety as its largest and most
important responsibility and has initiatives underway throughout the Company for that purpose. Last June,
thc Company established a Safety Promotion Commitice within its organization, and in Qctober, it
established a safcty management system by developing an operating policy as well as operation and
management systems, along with rules to ensure safe transportation. It also adopied safety management

regulations to maintain and improve transportation safety.

To fulfill our responsibility to customers, we will continue to bolster our safety management

functions.

As & corporate citizen, the Tokyu Group is aware of the importance of its social responsibilities.
We will therefore bolster Group-wide efforts for compliance and will actively promote CSR management
by continuing our commilment o protecting the environment and our social action programs. We will
communicate with stakeholders more closely, improve management transparency and the adequecy of

operations, and fulfill our corporate social responsibility.

Through these activities, we aim to achieve sustainable growth and maximize corporate value,
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5, Major Businesses and Facilities (as of March 31, 2007)

The major businesses and facilities of the Group are shown below.
{1) Major businesses

Segment Major Busincss
Transporiation Railway operation business and bus service business
Real enate Rezl esiate mle, real estate lease, and real estate momagement businesses
Retail Department siore business, chain stare business, shopping center business, and eredit cand
business
Leisure and services Golf business, sdvertisement business and cable TV broadcasting business
Hotel Hote) business
Onher busincses Raitway car-related business and treding firm businesa

(2} Major facility, ete.

Name of Major Company Mujor Facility, ete.

(Railway operation business]
Transportation of passengers in the southwest region of Tokyo and Kanagawa

Prefecture
Operating routes: <ight rowies (scven reilways ond one track), 100.1lan, number of
stations; 98
Number of cars: 1,109 (reiiway: 1,089, track: 20, including 721 lcased cars)
[Real esmate sales business)

1} Crention and sale of residential land and construction and sale of houses in te Temm
Den-¢n toshi and Hirisuka City, Kanagaws Prefeciure, eic.
2) Sale of the right 1o use the eight facititics of Big Week (lime sharing resort)
{Kyoto Prefecture, oic.)
[Real estate bease business)
Major keased facilities

Tama Plaza Tokyu Shopping Center, Aobadai Tokyu

The Company
{Head office: Shibuya ward, Tokyo)

Square, Grandberry Mall, Shibuya Mark City, Queens
Square Yokohama, Tokyu Kenzan Sport Garden, Tokyu
Seven Hundred Club, etc.

17 Tokyu Trave! Center TECO Plaza shops
3 Tokyu Seminar BE shopa
3§ runking ren quoen thops

Izukyu Corp.
Operating route: 45, Tkm, mumber of stations: 16, mumber of cars: 69, number of offices:

(Head office: ho City, Shizucke one (Shibuya vard, Tokyo)

Prefecture)

Tokyu Bus Corp.
v ? Operating route: 807, Zkm, number of cars: 923, number of offices:

13 (Sctagays ward, Tokyo, etc.)
{Head office: Meguro ward, Tokyo)

Tokyu Depariment Store Co.,

Lud. 8 stores (Tokyo: 4, Ksnagawn Prefecture: 3, Hokkaide: 1)

(Head office: Shibuys ward, Tokyo)
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Tokyu Store Chain Co., Ltd.

[Head offiee: Megum ward, Tokyo)

100 stores (Tokyo: 52, Kanagawa Prefechae: 35, Chiba Prefecture: 6, athers: T},
distribution center (Kawasaki City, Kenagawa Prefecture)

Nagano Tokyu Department
Store Co., lad.

(Head office: Nagano Cily, Nagano
Preieciure)

} store {Nagano City, Nagano Prefecture)

Tokyu Agency Inc.

(Head office: Minata ward, Tokyo)

Number of branch offices: 4 {Osaka City, Ozaka Prefecture, ctc.}

its Communications inc.

(Head office: Kawasaki City,
Kanagawy Prefecture)

Broadeasting center (Yokohama City, Kaagawa Prefocture)

Tokyu Hotels Co,, Ltd.

(Head office: Shibuys ward, Tokyo)

Dirccily managed hotels: 44 hotets (Tokyo: B, Hokkaido: 5, Aichi Preformore: 3, Fukuoks
Prefeerure: 3, others: 25)

Tokyu Car Corp. (Head office:
Yokohama City, Kanagawa Prefecture)

Number of factarics: 4 { Yokohama City, Kanagawa Prefectu, eic.), mamber of offices:
20 Mirato ward, Tokyo, etc.)
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6. Employees (as of March

31, 2007)

(1) Emplovees of the Group

Business segment Number of employees Year-on-year increase or decrease
Transportation 6,139 -36
Real estate 1,648 69
Retail 6,393 91
Leisure and services 2,49 96
Hotel 3,382 -286
Other businesses 3,618 -4
All companies (commeon) 804 2!
Total 24 447 515
{Notes)

1. Thenumber of employees docs not include the cumber of lemporery employees.
1. Thenumber of caployess thown or gl companies (comenon) bs the sumber of enployers
who bel ong to sdiministrative divisions and cannot be dassifiod o & busi

{2) Employees of the Company

L

Number of employces

Year-on-year increase or decrease

3,383

-125

7. Major Lenders (as of March 31, 2007)

Lender Balance of loan
Million yen
Developmem Bank of Japan 276,355
Chuo Mitsui Trust and Banking Co., Ltd. 64,727
Bark of Tokyo-Mitsubishi UFJ, Ltd. 60,713
Mitsubishi UF! Trust and Banking Corporation 52,301
Sumitomo Trust and Banking Co., L1d. 49,234
Mizuho Corporate Bank, Lid. 47,903
Nippon Life Insurance Co, 28,129
Dai-ichi Mutual Life Imsurance Co, 21,935
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I1._Status of the Company
1. Shares(as of March 31, 2007)
(1) Total number of authorized shares

1.8 billion shares

(2) Total number of outstanding shares

1,221,546,909 shares

(Treasury stock: 1,980,192 shares)

(An increase of 34,435,868 shares from the end of the previous term)

(Notes) The increase in the total number of outstanding shares from the end of the
previous term is attributable to the conversion of the 51st unsecured convertible bonds (an
increase of 380,157 shares) and the conversion of yen-denominated convertible bonds
maturing in 2007 (an increase by 34,055,711 shares).

{3) Number of shareholders

(Noses)

y

(4)_Large shareholders

86,773
{A decrecase by 7,302 from the end of the previous term)

Neme of shareholder Number of Shares Held
Thousand shares
Dai-ichi Mutual Life Insurance Co. 83,183
Nippon Life Insurance Co. 73,856
Japan Trustee Services Bank, Ltd. (trust account) 49,007
Master Trust Bank of Japan, Ltd. (trust account) 37441
Chuo Mitsui Trust and Benking Co., Ld. 34,016
Teiyo Life Insurance Co. 24,476
Bank of Tokyo-Mitsubishi UF), Lid. 21,477
Mizuho Corporate Bank, Lid. 20236
Misubishi UF) Trust and Banking Corporation 19,841
Swumitomo Trust and Barking Co., L1d. 19,457

We showed the abow top ten thareholders in (oms of (be oumber of chares hetd. The nymbey of shares axtad of recorded o the list of
hareholders or the lin of beneficial drprchodders & shown 13 the oumber of thares held,

No sharehiolder holds 10% or mots of the wtal oumber of ootstmding shares {excluding Lreanury k).

Capital Quardian Trust Company and i1 three affilisted companies revealod thal ey held 66,274,000 thares a3 of October 11, 2006 in the

report on changes 10 lage holdinp submitted on Novermber 15, 2006, Howaver, the Company could aot confrm the mumbér of drases held
wr.of the end of the term under review, Therefore, we did nat includs them in the tbove Iarge sharcholders. We wers ootificd that they hetd
651,549 500 shares as of April 39, 2007 through the report on targe holdings submitied by them on May 9, 2007,

Equity Warraats (as of March 31, 2007)
{1} Equity warranis held by officers of the Company

Not applicable

(2) Equity warrants delivered to the employeces of the Company during the term under
review, etc.

Not applicable
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(3) Other important matters about equity warrants, etc. .
The following convertible bonds were issucd based on the provisions of the old

Commercial Code.

Category 51st unsecured convertible bond
Date of issue October 18, 2001
Balance of convertible bonds ¥26,199 million
Conversion price ¥505 per share
Date of redemption March 31, 2009
Type and mmber of shares o be fssusd upon Comman share: 43,304,132 shares
(Notes) The nomber of shioes 10 be issucd through comveryion wit obialned by dividing the balmce of coavenible bonds by Uhe
comverkion price.
3. Officers

{1) Directors and corporate auditors {as of March 31, 2007)

Name Pasition and Penfolic Represertation of Other Companes, etc.
. X . Chairman &
Kiyofumi Kamijyo 1 pereesentative Director
- . President &
Toshiaki Koshimure R Live Direciar
General business control, in " R
N ' President and Representative Director of
N Vice Prestdent & charge of Railway Business h . .
Tekakuri Happo Representative Director | Division, head of I?‘%"k;'g;y Scm]_ cea Co., Lid., Chaimman
engineering
. Geners! business control, in . . ’
. . Vice President & : ' President snd Representative Director of
Katsuhiza Suzuki it charge of Financial .
Represeniative Direcior Strategy Office Tokyu Insurance Consulting Co,, Lid.
Exceutive officer, in charge
of Development Business
. I Division and Shibuys
Tetsuo Nakahara Senicr Managing Director Devel Division,
Development, Business
Divisron General Mamger
In charge of President's
(=0 Adacki Serior Managing Director | Office and Management
Control Office
Executive officer, in clarge
of Informaticn and
Comnumication Business
: § Departmerit and Reson President and Representative Director of TH
Tameyasy Kuwatan | Mamging Director Busincss Department, Properties Co., Ltd.

Information and
Communication Business

Department Manager

Yiji Kinoshitn

Managing Director

Executive officer, in charge
of Retail Busincss
Division, Reteil Business
Division General Manager

Presiden and Representative Dircctor of
Tokyu Sports System Co,, Ltd,
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President end Represcraative Dircstor of Three
Hundred Club Co,, Lid., President xnd
Representative Direcior of Tokyu Bunksmur,
. L, . . Inc., Chairman of Gotoh Muscum, Chairran

Shinobu Shimizy | Director and Adviser of Gotoh Memoria! Fourdation, Chairman of
the Tokyu Foundation (or Better Envirenment,
Chairman of Daitokyu Memorial Library,
Chairman of Asia Educational Incorperstion

Tedasti lgarashi Director Investigator .l;.:uyg? and Rl::t sentative Directar of

Tetsu Goto Director Investigator m:::n of the Tokyu Foundation for

Yoshizumi Nezu Direcior :.?::;“c':d &Tm'ﬁw Director of Tobu

Shigeru Clada Director Chairman Emeritus of Toei Co., 12d.

. . President and Representative Director of
Masstake Ueki Direcior Tokyo Land C
s Standing Carporals
Masamichi Yamada Auditor
Kenichiro Kakimoto | Sanding Corporate
Auditor

Takahide Sakursi Corporate Auditor Adviser of Dai-ichi Mutuz! Life Insarance Co,

Shunji Kono c e Auditor Mvtu';:fc'l;oh;ranmm Nichido Fire

Kenic Okamoto Corporate Auditor mﬁ'}ﬁ i Dirextor of

[Notes)
1.
2.
LS

4

o

Yoshizums Nezu, Shigern Okada and Matatako Ueki, Direcior, are ouiside directors,

Mammichi Yamada, Standing Corporate Auditor, and Takahide Sakursi, Shunji Kone and Kunie Olamoto, Corporsie Auditor, we outside
corporate andion.

On Mune |, 2006, Takakuni Happo, Senior Managing Director, wai appointcd Vics President and Represertative Director, and Katyuhisa
Suzuli, Sendor Managing Director, was appointed Vice Preaident and Rep ive Drrector,

On lune 1, 2006, Tameyas: Kuwahara, Director, was eppointed Managing Director, snd Yuji Kinodhits, Divector, was sppoied Mantging
Direcior,

On June 29, 2006, Tadazhi Igarashi, Senipr Managivg Direcior, boctme Director,

Kenichire Kakimoto, Standing Corpornie Auditor, and Tekahide Sakurai, Corporste Auditor, have 2 considerzble inowledge of Mnance and
sccounting a3 indicsted below.

»  Kenichiro Kakimoto, Standing Comp Company aad has comsiderble
knowiedge of fmance and secounting.
- Takahide Sskurni, Corporate Auditor, is i charge of the financial operntions of Dai-ichi Muiua)
censiderable knowledpe of finance and sccounting.

Tha Company introducad 1be execulive officer system, and other than the above directors who concurrently hold the post of executive
offices, the following nine pasons &t alse exceuive officers;

Akirs O, Muasans Naio, Takuo TRzaki, Yoshhio Onogi, Hajitmo Yosdida, Shigeyuki Kaneyaso, Haruka Takahashf, Masao Tomoe, Toshio
Imamury

On April 1, 2007, Vuji Kinoshisa, Managing Diroctor, relinquithed his appoiniment 13 President tnd Represcotstive [rectoe of Tokyu
Spons System Co., Lid.

On Apsll 23, 2007, Shinobu Shimizu, Director and Advise, relinquished bis sppointmend as President aod Representative Director of Tokyu
Bunksmur, Ioc,

Auditor, is i charge of the financial operations of the

Lik Inzmnce Co. snd hns

. On April 21, 2007, Kiyofund Kamijyo, Chainmian and Representative Director, way sppointed President and Represcatative Diectos of

Tekyu Bunkamurs, ine.
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(2) Tota) amount of remuneration, etc. for directors and corporate suditors

Category Number of Persons Paid Total Paymem
Director 14 persons ¥402 million
Corporate Auditor 5 persons ¥71 million
Total 19 pemson ?Twi“mm million  fo
(inchding 7 outside officers) | o ofﬂcg) e on tor
{Notes}
I.  Theabove total remuneration, ac. for directors end corporate suditors includes the officens’ b to be proposxd 1o the 1381b term's

ordinary genenal meeting of sharcholders 1o be held on hune 28, 2007 (¥76 million for directars, sed ¥13 million bbr corporsts waditors
including ¥12 miltica for cutgde officers),

The remuneration for dimctors was set st ¥30 million o1 Less per axnih {excluding sleries paid 10 dieectary who ars also eoployecs) at the
1130 ordinary genera) mesting of tharcholders held on June 25, 1932,

The amount of remuncration fw corporate suditors was st 8t ¥5 million of tess pes month mt the §13th ondinery pemend meeting of
shareholders hdd on June 35, 1982,

Besides the foregoing, ¥30 million was paid a1 setaries 1o dkrectors who are also employees.

(3) Outside officers

(i) Positions concurrently assumed by outside officers (as of March 31, 2007)

Name Principal Concurrent Positions

President and Representative Director of Tobu Raitway Co., Ltd.
Qutside director of Tobu Store Co., Ltd.

Qutside director of Metsuya Co., Ltd.

Qutside corporute auditor of Fukoku Mutual Life Insurance Co.

Yoshizumi Nezu

Chairman Emenitus of Toei Co,, Ltd.
Director end Adviser of Tokyw Recreation Co., Ltd.

Shigeru Okada Outside director of Toei Animation Co., Lid.

Qutside corporate auditor of Urban Corporation

President and Representative Director of Tokyu Land Comp.
Massiake Ucki Outside director of Tokyu Livable Inc.

Quiside director of Tokyu Community Corp.
Outside corporate auditor of Tokyu Recreation Co., Ltd.

{Notes)

Yoshizumi Nezu, Director, & Presideol end Represmtative Director of Tobu Radway Co., Led. which operses 3 tusney tha {3 similw (o
thx conducted by the Company. Tobu Rallway Co, Eid, entered o ir iony with the Company, nvoiving (o example fbes for the use
ol rolling stock, The conditions for the frmsactiony ere the cume a3 thom the &pply Lo other custonxn.

Masatake Ueki, Direcior, i Prasident and Representative Director of Tokyu Land Corp,, an affiliste of the Company, which opernies &
business similar 10 ihw conducted by the Company. Tokyw Land Corp. eatered into ions with (he Company such a3 faclity leazs,
The conditions for the transacions & the sume as thess Lha spply 10 cther QIstomErs.
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(ii) Positlons concurrently hetd by outside corporate auditors (as of March 31, 2007)

Name Principal Concurrers Positions

OQutside director of loki Co., Lid.

Outside corporate auditor of Tokyu Store Chain Co., Ltd.
Outside corporate auditor of Tokyu Construction Co., Lid
Qutside corporate suditor of Shiroki Corp,

Qutside corporate awditor of Seiki Tokyw Kogyo Co., Lid,
Outside corporate suditer of Tokyu Department Stere Co., Lid.

Masamichi Yarmada

Adviser of Dai-ichi Mutual Life Ilsurance Co.
Qutside director of Imperial Hotel, Ltd

Takahide Sakurai Qutside corporate auditor of Asahi Breweries, Lid.
Outside corporate auditor of Yokokawa Electric Corp.
Qutside corporate suditor of Seven Bank, Lud.

Adviser of Tokio Marine and Nichido Fire Insurance Co., Ltd.
Shunji Kono Quiside director of Nikon Corp.

Outside director of Shin-Etsu Chemical Co., Ltd.
Quiside director of Japan Airlines Co., Ltd.

President and Representative Director of Nippon Life Insurance Co.

Kunie Okamoto Outside corporate suditor of Mitsubishi URG Financial Group Inc.

{Notes) Kunie Okamoto, Corporse Auditor, is President and Represenative Director of Nippon Lifa larance Co., which has been involved in
with e Company such a3 the lending of funds. The conditions fr the ransactions &rs tho sma as thosc that apply to other customens.
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{iif) Major activities carried out by cutside officers

Name Position Major activities

This outside director sttended six of the 13 meetings of the
Board of Directors during the term under review, and provided
Yoshizumi Nezu Outside Director appropriate advice for the management of the Company by
calling on his considerable experience and knowledge s 8
semior executive.

This outside director anended twetve of the 13 meetings of the
Board of Directors during the term under review, and provided
Shigeru Okada Quiside Director appropriate advice for the management of the Compary by
calling on his comsiderable experience and knowledge as o
scrior excoutive.

This owside director aiended eleven of the 13 meetings of the
Board of Directers during the term under review, and provided
Masaiake Ueld Qutside Director appropriate advice for the management of the Company by
calling on his considerable experience and knowledge 23 2
SEMmOT CXECutive.

This outside corporate tuditor attended all 3 meetings of the
Board of Directors and 21) four mectings of the Board of
Masamichi Yamada | Cutside Corporate Auditor | Corporate Auditors held during the term under review, and
made sppropriste siziements as 8 full-time euditor from the
viewpoints of operational and accounting sudits.

This outside corporate auditor attended ten of the 13 meetings
of the Board of Directors during the term under review and all
four meetings of the Board of Corporate Auditors, and
provided approprigte advice for the managemert of the
Company by calling on his considerable experience and
knowledge as a senior executive,

Takahide Salurai Quiside Corporate Auditor

This outside corporate auditor attended cight of the 13
meetings of the Board of Directors during the temm urder
review and three limes the meeting of the Board of Corporane
Shumji Kono Outside Corporate Auditor | Auditors which was held four times during the term under
review, and provided eppropriate advice for the management of
the Company by calling on his comsidernble experience und
knowledge 25 a senior executive.

This outside corporate auditor attended six of the 13 meetingy
of the Board of Directors held during the term and two of the
four meetings of (he Board of Carporate Auditors during the
term under review, and provided appropriate edvice for the
management of the Company by calling on his considersble
experience and knowlodge as a senior executive,

Kunie Okamoto Qutside Corporate Auditor

(iv) Summary of agreement to limit Hability

The Company entered into an agreement with all outside directors and all outside
corporate auditors to limit the liability provided in Paragraph | of Articlc 423 of the Companies Act
to the minimum liability provided in Paragraph 1 of Article 425 of the Companies Act provided they
have acted in good faith and without gross ncgligence when fulfilling their duties.
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4. Accounting Auditor
(1) Name of accounting auditor

Ernst & Young ShinNihon
(2) Remuneration for accounting auditor in the term under review
Payment

Amount of refnuneralion, ete. to the audit firm as the accounting
auditor of the Company ¥48,000,000
Total of money and other financial benefits to be paid by the Company
and its subsidiaries to the accounting auditor ¥200,008,000
(Neicy)

1. Remuncration for sudits based on the Companics Act and stion for sudits based on the Financial L sand Exchange Law ate

not separsted under the sudis agrecaen baween the Company and the sccounting suditer and canot be efectively divided. Therefice, the
above smounts show 1ks ota) of these amounis.

2, Amwoag imp bheidinries of the Company, Tokyu Depariment Stere Co., Lid, Nagawo Tokyw Depatment Siore Co., Ltd, end Tokys
Hotels Co., Lid. ere audited by the Fufl Accouming Office.

(3) Details of non-audit services
The Company engaged the accounting auditor to provide an advisory service for

the establishment of an internal control assessment system, which is a service (non-audit
service) scparate from services provided in Paragraph | of Anticle 2 of the Certificd Public

Accountant Law, 2nd paid the accounting auditor compensation.

(4) Policy on decisions on the dismissal or non-reappointment of an accounting auditor
Besides the dismissal of an accounting auditor by the Board of Corporate Auditors as

provided in all Items of Paragraph 1 of Article 340 of the Companics Act, when it is
acknowledged that an accounting auditor is unlikely to fulfill its duties properly, the
Company will submit a proposal on the dismissal or non-reappotntment of the accounting

auditor with the approval or request of the Board of Corporate Auditors.

5. Systems for Ensuring Proper Operations

{1) Basic policy
The Group's 2000 management policy calls for the control of risks through

compliance management, The Company has continued to make progm§ in this arca with

the introduction of increasingly sophisticated systems.
{2) Establishment of systems (or ensuring proper operations

(i) System for storage and control of information on tke execution of directors’ duties
Documents and other information on the fulfillment of directors® duties will be

properly stored and controlled based on the Basic Information Control Regulation, the

Document Control Regulation and the Electronic Information Security Regulation, among

other authoritics.
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Confidentia!l information will be proparly controlled based on the Confidential
Information Control Regulation and the Insider Trading Prevention Regulation, among
other authorities. Information that should be disclosed in a timely way based on the

disclosure policy will be disclosed without hesitation.

(i) Regulations and otber systems for the managemeot of the risk of losses

To control risks through compliance management, a risk management
department established within the Intenal Control Promotion Division of Management
Contro} Office will identify and cvaluate the risks associated with each business, prepare
risk reports setting out a risk management policy and measures for policy implementation,

and inspect improvements made.

In addition, a procedure will be created to identify and evaluate important risks
throughout the Company. In addition, a system will be adopted to facilitate discussion of
risk management at the Board of Directors, such as achicving more sophisticated risk
management, including consolidated management.

We will set up a Company-wide crisis management system based on the Crisis
Management Basic Regulation, which will seck to minimize losses through appropriate

crisis management in our business aclivitics.

(iif) System for ensuring that directors effectively execute their duties

The effective execution of directors® duties will be assured by a resolution by the
Board of Directors on the division of duties of directors. We will also scparate
management and execution based on the executive officer system, introduced in April 2005,

clarify authority and responsibilities, and bolster corporate governance.

We will introduce & program that will generate more information for
decision-making. This information will encompass forecasts and risk information, and will
be used as a tool for decisions on projects involving new business and new invesiments
made under the system for cvaluating project management, The information will be used,
for instance, in decisions to make investments or to withdraw from a project. The program

will be properly monitored.

The CSR Management Committee will meet regularly to report on overall CSR
activity and confirm its direction, and information on relations with stakcholdas will be
shared.
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Systems will be developed to identify importam information and properly report
it to management, and to ensure the accurate transmission of instructions throughout the

organization.

(iv) System to ensure that divectors and employees comply with the law and the

Articles of Incorporation ia their duties '
The Company will ensure that all employces without exception are fully familiar

with the Tokyu Corporation’s Code of Condugt, through periodical training and other

mecans.

A legal department set up within the CSR Promotion Division of the President’s
Office will check legal compliance throughout the Company. Each division will meanwhile
appoint a compliance manager, compliance staff and assistants, and will be equipped with
a checking function through the preparation of checking toots such as a legal checklist.

These initiatives will constitute a compliance system.

All employees will be introduced to the compliance consultation desk, set up
within the Internal Control Promotion Divisioni of Management Control Office, so that
they may directly report or discuss any act in violation of the Code of Conduct. A program

for correcting violations will also be established.

An internal audit department established within the Internal Control Prometion
Division of the Management Control Office will conduct internal audits based on audit
plans, and will report the results of internal audits to management. We will strengthen the

system for future internal audits of internal control.

(v) System for ensuriog proper Group operations

The Tokyu Group Corporate Committee is the supreme policy-making body for
Group management and is headed by the Chairman of the Company. It meets (o respond
rapidly to changes in thc management environment. Management transparency will be
bolstered through deliberations and decisions on important policies for the Group's

businesses.

The Group Companies” Management Committee will meet to examine the
appropriatencss of operations. It will eveluate performance based on insight into the

management of Group companics.
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The Brand Management Committee will be responsible for brand management, and
policies on areas such as brand usc standards, brand communication strategy and brand
risk control will be decided and cfforts will be made to maintain and enhance the value of
brands. '

Major companies in the Group will set up a CSR Committee in accordance with
the Tokyu Group Compliance Guideline established in January 2002, The Group will unite
in its commitment to CSR activities, including compliance.

The relevant department will periodically monitor Group companies, and we will reinforce
systems 10 expand coverage to include internal audits on a consolidated basis.
Internal control systems for financial reporting will be established and operated to ensure

the refiability of financial reports, and a procedure for evaluation will be created.

(vi) Employees assisting corporate anditors
The secretariat of the Board of Corporale Auditors will be established to
exclusively assist corporate suditors, and will fulfill its duties based on the instructions of

corporate auditors.

(vii) Independence of employees assisting corporate auditors
Prior consultation with corporate auditors will be held with respect to any

change in employees assisting the corporate auditors.

(viif) System for directors and employees lo report to corporate auditors and other
systems for reporting to corporate auditors

We will ensure that corporate auditors have the opportunity to attend meetings of
the Board of Dircctors and other important internal meetings to aid in their understanding

of the process of important decision-making and the exccution of duties.

Important risks, ctc. will be reported to corporate auditors and corporate auditors

will be consulted on risk management.
Close communication and cooperation between the internal audit department and
corporate auditors about internat audits will be maintained through periodical reports on

internal control systems and the results of audits.

(ix) Otber systems for ensuring effective audits by corporate auditors
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6.

(&)

Standing corporate auditors will provide cooperation such as the provision of
information at Tokyu Group Standing Corporate Auditors Mectings held periodically to
facilitate consultation and the exchange of information with the corporate suditors of

Group companies on audit policies and audit methods.

Standing corporate auditors and the accounting suditor will exchange
information on the conduct of accounting audits and the audits of the Company and its

affiliates at monthly liaison meetings.

The Company resolved at the meeting of the Board of Directors held on April 27,
2006 to adopt the above systems Lo ensure proper operations.

Initiatives
The Company has taken steps to establish systems to cnsure that overall

operations are appropriatc, based on the ebove resolution.

The major initiatives during the term under review are as follows.
To establish a system for the storage and control of information on the execution of
directors' duties, we systemarically established related regulations with the aim of proper
protection and full control of all information, including clectronic data and paper media,

held by the Company to cnsure securily in a changing cxternal environment.

To put in place a system that ensures that directors and employees comply with
the law and with the Articles of Incorporation in executing their duties, we revised the
Tokyu Corporation’s Code of Conduct established in April 2002, We atm to respond to
community demands for greater corporate social responsibility and for the establishment of
internal control systems. We introduced the revised Code of Conduct to all employees by

preparing and distributing a manual setting out check points and questions and answers,

We also sought to crealc a system 1o cnsure that Group operations are
appropriate. The Internal Control Promotion Division of Management Control Office
became a controlling division, and a secretariat was established within the Budget Division
of Financia! Strategy Office to help put in place internal controls for operational processes
and establish cross-section intemal control systems about financia) reports. The system is

being st up within the Company and Group companies.

Basic Policy on Control over a Joint Stock Company
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In April 2000, the Company cstablished the Tokyu Group Management Policy, which aims
to sustain the growth of the Tokyu Group in the 21" century, and began instituting structural reforms
throughowt the Group. The basic approaches under the Management Policy are establishing
corporate governance for the Tokyu Group by the Company, achieving growth through alliances with
companies inside and outside the Tokyu Group, snd controlling risks through compliance
management. We have vigorously reorganized the Group and sought to overcome financial problems
by placing the highest prierity on the recovery of financial health in the two management plans

drawn up over five years.

The Company subscquently developed a medium-term three-year management plan
(current plan) focusing on growth in April 2005, The plan set out a vision for the medium to long
term, in which the areas served by the Tokyu railway lincs will prosper as sclected areas and the
Tokyu Group centering on the Company will serve as a strong interest group. [n eddition, the
Company adopted a basic strategy of reforming its earnings structure and achieving sustainable
growth through collaboration between our operations in the areas served by the Tokyu rail way lincs,
and took the initiative in cxecuting a growth strategy aiming at achicving synergy through

collaboration between core businesses in the arcas served by the Tokyu railway lines.

This year, we are preparing for the development of a new medium-term management plan
based on past results. We belicve that the following tasks are essential for the Company to keep and
chance its corporate value and interests common to sharcholders, and remain committed to

completing them:

(i) The railway business of the Company has a highly public nature. The Company must

therefore unite in placing top priority on customer safety.

(ii) Investments in safety should continue through the medium and long term, and the

management stability to enable this investment must be secured.

(iii) Initiatives to bolster the value of the arcas served by the Tokyu railway lines should
continue from a longer term perspective, and a competitive edge should be created through
collaboration between the core businesses of the Group companies in the arcas served by

the Tokyu railway lincs.

(iv) The Company must exercise corporate governance for the Group so that proper

management is consistently practiced in all the Group's busincsses.
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{(v) The Company should build stronger relations with all stakeholders, including
shareholders, customers, residents of arcas served by the Tokyu railway lines, government

bodics, related companies, creditors and employees and their families.

The Company offers its shares to the public, We will not seek to block buyers seeking to
acquire a large number of the shares of the Company provided it contributes to corporate value and
sharcholder interests. We believe that decisions on proposed acquisitions that result in the transfer of
the management rights of a joint stock company should ultimately be made based on sharchotder

intentions.

There is no question, however, that on occasion buyers may seek to acquire a large block
of shares in a company for reasons that are clearly not in the interests of corporate value or existing
shareholders. Examples including acquisitions secking short-term gains that could have adverse
repercussions for safety in the railway business or acquisitions that are designed to take place in two
stages and that force existing sharcholders 1o sell their shares by ensuring that they suffer a loss if

they don’c sell in response to the first offer.

We belicve that it is 2 natural responsibility of management to protect the interests of
shareholders and other stakeholders should they be threatened by acquisitions such as those
described.

At present, the Company does not face any actual threat of acquisition and has not made a
decision to adopt defensive measures using equity warrants. Nonetheless, the Company will continue
to monitor Iransactions involving its shares and changcs. in sharcholders. It will also establish
internal systems and make clear the division of roles and responsibilitics so that management can
take the appropriate action should a potential acquisition emerge that would harm or destroy

corporate value and shareholders interests,

We understand that introducing defensive measures is an important management issue, and
we will continue to examine this issue in the future, while monitoring the legal framework and other

relevant developments.
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i Bal

heet

(As of March 31, 2007)

(Unit; ¥million, with amounts less than one million yen discarded

Assets Lilpbilities
Item Amourt Item Amount
Current Assets 137,549 | Current Liabilities 336,078
Cash and deposits 2,718 Short-term debt 152378
Accrued lares 2,311 Cuwrent portion of corporate bonds 52,000
Accounts receivable 27,086 Accrued amount payable 30,214
Accrued income 1,895 Accrued expenscs 5,267
Securities 29 Accrued corsumption tax, cte. 729
Land end buildings for sale 76,879 Accrued income tax, etc. 13,767
Inventory asscts 3,440 Connection fare deposits 3,890
Prepaid expenses 880 Deposits 22,537
Deferred tax assets 10,750 Advance fares 11,379
Other current assets 11,553 Advances received 36,180
Fixed Assets 1,276,285 Reserve for employees' bonuses 4,015
Flxed assets for rallway operations 430,957 Reserve for dircctors’ and corporate 80
Flxed assets for real estote binloess 273,921 suditors’ bonus
Flxed assets relating tv otber businesses 28,644 Other current liabilities 3,638
Constructon ip progress 139,610 | Long-term Liabilities 742,435
lnvestments & Others 403,151 Corporate bonds 184,300
Affiliated company’s stocks 218,548 Convertible bonds 26,199
Investment securities 82,152 Long-1erm debt 420,029
Ohther securities of affiliates 3,230 Deferred tax liatilities 19,005
Investment 638 Reserve for directors’ and corporate 552
Long-term loans receivable 37,883 auditors’ retirement benefits
Long term prepaid cxpenses 6,676 Other long-term liabilities 92,349
Prepaid persion cxpenses 51,355 | Special legal reserves 25,401
Other investment, elc. 7282 Urban Railways Improvement 25,401
Altowance for doubtful accounts (4,766) Resave
Total Liabilities 1,103,916
Net Assels
Sharcholders’ Equity 293,109
Common Stock 121,723
Capital surptus 113,696
Cepital reserve 68,870
Other capital surplus 44,825
Retained earnings 58,847
Other retaincd eamings 58,847
Net retained camnings forwarded 58,847
Treasury stock (1157
Valuation, transiation end other 16,809
Net unrealized gains (losses) on 16,809
investmen securitics, net of taxes
Tolal Net assets 309,919
Tota) Assets 1,411,815 Total Lisbilities and Net Assets 1,413,835
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Non-Consolidated Statement of Income

(April 1, 2006 to March 31, 2007)

{Unit: ¥million, with amourts less than one million yen discarded)

Item Amount
Railway operations
Operating reverwe 141,882
Cost of operating revernue 118,659
Operating profit 23222
Real estate business
Operating reverue 121,830
Cost of operating revenus 90,292
Operating profit 31,537
Al businesses
Operating profit 54,760
Non-operating profit
Inmerest & dividends ).524
Other non-operating profit 7348 10,873
Non-operating expenses
Interest 15,674
Other non-opernting experses 4,681 20,355
Recurring profit 45278
Extraordinary gains
Gainonsate of fixed assets 10,017
Gain on sale of affiliatcd company’s stocks 6,819
Subsidies received for construction 50,658
Goin on reversal of Urban Railways Improvement Reserve 7,200
Other extraordinary gaims 1,348 76,085
Extraordinary losses
Loss on sale of fixed assets 2432
Advance depreciation of fixed assets 38,982
Loss on vatuation of shares in aflilinte 34419
Laoss on cancellation of sharcy in subsidiary as a result of merger 8,744
Transfer to urban roilways improvement reserve 2,464
Onher extraordinary losses 2,930 90,034
Net income before tax 339
Income taxes 13,934
Income tax adjustment 4,285
Net income 13,109
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Non-Consclidated Statement of Changes in Net Assets

(April 1, 2006 to March 31, 2007)

(Unit: ¥million, with amounts less than one miliion yen discarded)

Sharcholders’ equity
X Retained
tal s
Capital srplus camnings
Oather rezined Tota!
com":" . . carnings T k’ Shareholders’
stoc Capitat | Other capitat - stoc equity
reserve nophus Net retained
carnings
forwarded
::n’.:':‘ 2t the end of the previous Mooz | $7.25 44,785 52329 ™y 264,707
Changrs during the pericd
Conversions of convertible bonds 1,113 1,114 22,129
Dividends*' (6,520) 6,520)
E;:::::’ and corporaie zuditors m an
Net income 13,109 13,109
Purchases of treasury siock (532) (532)
Sale of treaswry stock 40 106 146
Changes other than thoss to . } . . . i}
sharcholders' equity
Total changes during the period 11,115 14114 40 6,518 (426) 28,162
Balance st the end of the period 121,723 68,870 44825 58,847 {1.157) 293,109
Valuation,
irensiation
and other
Viluation Total ner
differences on asscis
other
investrnent
sccuritics
Bll'mce at the end of the previows 22915 287,663
pericad
Changes during the period
Conversions of convertible bonds 1229
Dividends*' (6,520
Directors’ and corporele suditers’ el
bonuses*! . )
Net income 13,109
Purchases of treasury stock (532)
Sale of treasuny stock 146
Changes other than those Lo
sharcholders' equity {6.106) (6,106)
Total changes during the period 16,106) 21,255
Balance at the end of Uy period 16,809 309919

*]: Of dividends, V2,964 million b » proh distibution tom st the hane 2006 Annua) General Mecting of Sharcholdas

*2: Profl distribution items a1 U Juoe 2006 Annus General Mealing of Sharcholders.
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ividua lidated Fi ial Statem
(April 1, 2006-March 31, 2007)

1. Notes to important accounting policies
{1) Evalustion Standards and Evalustion Method for Assets
(i) Evatuation standards aad evaluation method for securities

Held-to-maturity securities
Amortized cost method (fixed amount method)
Subsidiary's and affiliated companies’ stock
Cost method using the moving average method.
Other securities:
Securities with market quotations
The market value method is emptoyed on the basis of the market price as of the final
day of the fiscal term.
(Al differences in valuations are directly recorded in net assets, and costs of sales are
calculated using the moving average method.)
Securiries without market quotations
Stated at cost determined by the moving-average method.

With regards to gain or loss on investment in angnymous associations, the equivalent
of the Company's equity in the gain or the loss of the anonymous associations shall be
posted as non-operating profit or loss, atong with the process o increase or decrease
investment securitics, etc.

(ii) Evaluation standards and evaluation method of inventories
Inventory goods: Stated a1 cost determined by the moving-average method.
Land and building for sale: Stated at cost determined by the gross average method
for each district.
(Construction cost for individual subdivisions and parts of scattered lands shali be stated
at cost by the individual method.)

(2) Depreciation method for fixed assets
() Tangible fixed assets

Fixed rate method is adopted for depreciation method of tangible fixed assets. For
replaccable assets in the structurcs for the railway business, the replacement method is
adopted. Further, the straight-line method is adopted for certain leased facilities.

1n addition, the straight-line method is adopted for all buildings (cxcluding attached
equipment) which are acquired on end after Apnit 1, 1998.

The service life ranges of major types of assets arc:
Buildings: 3 1o 50 years

Structures: 3 t0 75 years

Train cars: 10 to 20 years

(ii) Intangible fixed assets

The straight line method is adopted for depreciation method of intangible fixed
assets. With regards to software for in-house use, the straight-line method is adopted on
the basis of the internally usable period of five years.

(3) Accounting Standard for Major Reserves
(i) Allowance for doubtful accounts
To provide for the losses due to doubtful accounts, the Company accrues an
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estimated allowance for doubtful accounts on ordinary receivables based on historical
doubtful accounts ratics, and on highly doubtful receivables based on the financial
conditions of individual customers.

(ii) Reserve for Employees’ Bonuses

To provide for the payment of employees’ bonuses, the Company accrues an

estimated reserve.
(iif) Reserve for Directors’ Bonuses

To provide for the payment of directors’ bonuses, the Company accrues en estimated
reserve.
Change in accounting polic

From the fiscal year ended March 31, 2007, the Company adopted the Accounting
Standard for Bonuses to Dicectors (Accounting Standards Board Siatement No. 4 dated
November 29, 2005). Due to this change, operating profit, recurring profit, current net
income before tax adjustment cach declined by 80 million yen.

(iv) Reserve for employees’ retirement benefits

To provide for the payment of employces’ post-retirement benefits, the Company
accrues an estimated reserve based on the projecied benefit obligations and estimated
pension plan assets as of the closing date.

As of the closing date of the current fiscal year, the amount of pension plan assets
exceeds the amount of post-retirement benefit obligations after deduction of differences
in actuarial calculations and unrecognized past service obligations. For this reasen, the
total of the excess is posted as prepaid pension epenses in Investment and Other Assets.

Any differences in actuaria! calculations of retiremem benefits are smortized
beginning with the next accounting period, where the straight-line method is employed
over a period which is set within employees™ average remaining service years (15 years).

Prior service obligations are emortized using the straight-line method over a set
number of years within employees’ average remaining service years (15 years) at the time
of their occurrence.

(v) Reserve for directors® and corporate auditors’ retirement benefits

To provide for the payment of officers’ post-retirement reserve, the Company
accrues an estimated lump sum retirement reserve within the amount of payment of
retirement benefits for officers due to the abolition of the Retirement Benefits Program,
which was resolved at the 136th-term Annual General Mceting of Sharcholders on June
29, 2005, :

(4) Other Important fundamental matters for preparation of accounting documents

{D) Accounting for deferred assets
Corporate bond and share delivering expenses are charged off in full in each
spending.

(ii) Accountiag for lease transactions

Finance lease transactions, except for those where the ownership of the leased
property is deemed to transfer to a lessee, are processed by the accounting method in
conformity with the method related to normal lease transactions.

(ili) Method for hedge accounting
The Company has established a standard for transaction and other authority in the
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Company's Operation Execution Regulations. Based on this standard, the Company
engages itself in derivative transactions with the purpose to hedge interest rate risk
regarding future interest payment, as well as currency fluctuation risk. For all hedge
transactions, special accounting for interest swap is applied.

Currently, the Company conducts the following derivative transections: interest swep
for straight bond with variable interest rate, snd cumency interest swap for reverse
dual-currency straight bond.

(iv) Specizl legal reserves
The Company posts and dissaves the reserve for railway develapment in designated
cities under the provisions of Article 8 of the Special Measure Law on the Promotion of
Railway Development in Designated Cities.
Of the reserve for railway development in designated cities, 7,200 million yen
annually is allowed for use.

(v) Reduction entry accounting for subsidies for construction in the railway operation
The Company in its railway operation receives contributions in aid for construction
and other assistance from local public authoritics as a part of construction capenses for
the Company's construction of overhead crossings, such as consecutive grade separations,
and widening crossing roads.

These subsidics are posted upon completion of construction works by directly
subtracting the amount of the contributions in aid for construction and other assistance
from the acquisition cost of fixed assets.

On the balance sheet, the amount of accepted contributions in aid for construction
and other assistance is posted as an extracrdinary gain, while the amount of subsidies
directly subtracted from the acquisition cost of fixed assets is posied as extraordinary loss
for advanced deprecistion deduction of fixed assets.

In addition, of the construction expenscs for which contributions in eid for
construction and other assistance is accepted, the expense for removed temporary
structures is posted as operating expense for the railway business (retirement cost for
fixed assets, e1c.).

(vi) Accounting for consumption and other taxes
Accounts are processed exclusive of taxes.

(S) Important chonges to eccounting policy
(i) Accounting standard for net assets op balance sheet
Effective as of the current fiscal year, the Company has adopted the Accounting
Standard for Presentation of Net Assets in the Balance Sheet (Accounting Standard No. 5
dated December 9, 2005) and the Guidance on Accounting Standard for Presentation of
Net Assets in the Balance Sheet (Accounting Stendard tmplementation Guidance No. 8

dated December 9, 2005).
The amount corresponding to the former Capital is 309,919 million yen.

(ii} Accounting standard regarding corporate consolidation

Effective as of the current fiscal year, the Company has adopted the Accounting
Standard for Carporate Consolidation (issued by the Business Accounting Deliberation
Council on October 31, 2003), the Accounting Standard for Business Divestures
(Accounting Standard No. 7 dated December 27, 2005), and the Guidance on Accounting
Standard for Business Combinations and Accounting Standard for Business Divestures
{Accounting Standard Implementation Guidance No. 10 dated December 27, 2005).

54 0f 114




2. Notes to consolidated balance sheet

(1) Pledged assets and secured lisbilities
(Note) Secured liabilitics include the amount of repaid debts within the past year.

(i) Railway Track Foundation

Railway Track Foundation fixed asscts 334,186 million yen
Liabilities secured by the above assets

(2) Long-term debt 216,878 million yen

(i) Others

Fixed assets for real estete business 31,118 million yen
Liabilities sccured by the ebove assets

(e) Long-term debt 19,589 million yen
(b) Long-term accrued amount payable 7,295 million yen
Total 26,884 million yen

(2) Accumulated depreciation of tangible fixed assets 443,013 million yen

(3) Fixed a3ysets for operations

(i) Tangible fixed assets
Land 285,196 million yen
Buildings 168,102 million yen
Structures 214,280 million yen
Train cars 17,888 million yen
Others 23,085 million yen

(il) Intangible fixed assets 24,969 million yen

{4) Contingent labilities
{i) Guarantee llabilities
The Company guarantces liebilities on bank toans of the following companics and other

entities:

Tokyu Finance and Accounting Co., Ltd. 10,327 million yen
Izukyu Corp. 9,286 million yen
Financing guarantee for employee housing 207 million yen
Total 19,821 million yen

(ii) Commitment to gusrantee

In addition to the above, the Company is commitied to guarentee bank loans of the
following company:

Hokkaido Kitami Bus Co., Ltd.

82 million yen

Total

In addition, the Company guarantees lease agreements of its consolidated subsidiaries

during the remaining period of the contracts:
Tokyw Hotel Chain Co., Ltd.

§2 million yen

9,043 million yen

T™™D Corp. 16,976 million yen
Total 26,020 million yen
(5) Monetary ctaims and liabillties toward affiliated companies
Short-term monetary ¢laim toward affiliated companics 14,452 million yen
Long-term monctary ¢laim toward affiliated companics 41,636 million yen
Short-tarm monetary liabilitics toward affiliated companics 50,640 million yen
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3

Long-term monetary liabilities toward affiliated companies 14,449 million yen
(6) Monetary claims and labilities toward directors and auditors
Monetary liabilities 2 million yen

() Accumutated amount of construction subsidies directly subtracted

from acquisition cost of fixed assets

Notes to consolidated income statement

(1) Operating profit

263,712 milllon yen

(2) Operating expenses 208,951 million yen
Transportation operating expenses and cost of sales

Cost of marketing and general management expenses

Taxes

Depreciation expenses

{3) Volume of transactions with affiliated companies

Volume of transactions by operating transaciion

167,438 million yen

123,022 million yen
43,240 million yen
11,565 million yen
31,122 million yen

55,828 million yen

Operating profit 26,798 million yen
Cost of operation 29,029 million yen
Volume of transactions by non-operating transaction 78,955 miltion yen
4. Notes to Consolidated Statement of Shareholders’ Equity
Number and type of treasury stock
{unit: thousand shares)
Number of sharesat | Increase of shares Decrease of shares | Number of shares a!
Class of sharcs the end of previous during this fiscal during this fiscal the end of this fiscal
fiscal year year year year
Commaon shares 1,484 694 198 1,980
(Notes)
I, The inorease of issued common shares was due 10:
The purchase of odd lot shates: 516,000 sharey
The conwlidation of afSlisted companics: 177,000 chares

1. The decrease of issued common shares wes due 101
The requen for purchase of 0dd ot thares,

S. Notes to deferred tax accountiog
Breakdown of deferred tax assets and deferred tax liabilities by major reason

Deferred tax assets
Securities

Reserve for employees’ retirement benefits

Loss due to impairment

Fixed assets

Defined contribution pension conversion

Real estate for sale
Accrucd expense

Reserve for bonuses
Dcpreciation expense
Unpaid business tax and office tax

Others

20,983 million yen
11,540 million yen
9,876 million yen
5,365 million yen
4,810 million yen
4,433 million yen
2,354 million yen
1,633 million yen
1,372 million yen
1,112 million yen
3,993 million yen

Subtotal of deferred tax assets

Valuation reserve

67,476 million yen
=25 111 mitlipn yen

Total of deferred 1ax asseis
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Deferred tax liabilities

Gain on contribution of securities to retirement benefit trust -17,899 million yen
Ne1 unrealized holding loss on securities due to business divesture -13,113 million yen
Other net realized holding loss on securitics -11,532 million yen
Fixed assets -8,001 million yen
Others -72 million yen
Toua! of deferred tax liabilities 50,619 wmillion yen
Net deferred tax linhilities -8,255 million yen

6. Notes to fixed assets used in lease agreements

Finance and lease transactions other than the transactions in which the ownership of leased propertics is
approved to be transferred to the lessee

(i) Leased properties’ acquisition price, accumulated depreciation cost, and
outstanding balance as of March 31, 2007

Acquisition price dx:’.;}':::‘iﬂ O““‘;‘:tﬁ;‘;’;o% esof

::e::tin;:w i the mileny 257 million yen 10 million yen 247 million yen
F&iﬁwn 96 million yen 54 miltion yen 42 millionyen
s.::rgu?;:um mrelated 189 million yen 78 million yen 111 miltion yen
Total 544 million yen 143 million yen 401 million yen

(Notes) With regards to acquiskion price, tha inclusive-of-nterest mahod i3 wsed fbr caleulation due 10 the low perrentage of amoun) equivalent 10
end-oF Lo balance of uocamed lesss ©es b tbe outstanding balance of tangidle (ixed asoets ws of the end of the facal yeur,

(if) Amount equivalent to end-of-term balance of unearned tease fees

Within a year 101 million yen
Over & year 299 million yen
Total 401 million yen

{Rotes) Witk regards 10 uncamned lease fees, the inclusive-of ntaest method B used for calculation dur 1o the low perceniags of cuisnding
balence of unexrnod icase fees a3 of the end of the fiscal year in (he cutstanding balance of tangible fixed nazcls &3 of the end of tha fixcal
year.

(tif) Paid lease charges and depreciation expense

Paid lcase charges 62 million yen
Depreciation expenses 62 million yen

(iv) Calculation method for depreciation expense
‘The straight-line methed in which lease period is sat as service lifc, and residual value is
set 8t zeTo,

7. Notes to transactions with related parties
(1) Subsidiaries, affiliates, and others

unit: million yen)
Percenmpe of Dusanding
e | oty | TSR | R | cometrmion | SIEG | tee | e
rights [ownex) oo year
Susaidary | TMD Corp, {Ownerahip) Leuse of icilities, | Gutratsee of axe 16.57%
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Direes 100.0% ox. ey (Hok J)
raies (© @ of Con e tirn pay mers 3512 | ompaid [ 1Y)
A Tokyu Comswuction Co., Ll | Dirccd 14 1% comruction
oy Inciree! 0.7% o Purctase of smibdrision
landy s bwikdimp 15,343 | uspeid #,603
(Notes)

1. Ofthe merounts sbove, the amount of transsction does poft include consumption of other taxes. However, Lhe ouianding balance at the cnd
of fiscal year includes conruraption and olber taxes.
2. The conditions of trensactions end the policy for decisiona regarding the conditions of transactions sre the same a3 those for third-party

transacion partnens.

3. Wih regards 10 the Jesse payment [or the ining peviod in the building leasing »py fof the propertics leased by TMD
Corp., the Company guaranieed the paymenl. The Company has not reccived any puarantoe payments,
4. Although the Company's equity in Tokyu Construgtion Co., Lid. s Jess than 20%, the Company neverthelexs bas o virtul ing over

Tokyu Constroction, For this reason, Tokyu Canstruction is classified as an wffDiste, tn eddition, other than the percentage of ownership of
voting rights a3 dexribed above, the Company has contributed 7500000 shwes of Yokyy Construction (represeniing 7.0% of voting and
olher rights) to the retirement benefhs trun.

(2) Dircctors and major individunl sharcholders
unit: million yen)

Poteuge of . C:wuc‘ll
ruzeriby of Reptismhp with . Aroun ¢ e 2
Atrbue Name of company 0 pera vnigandoter | therchicd pwty Coaen| of ransction " Accoun the cnd of
wAghn (vwnedd) flaca| year
Exgrna) awdecs X
Direone and of the Comguny m 100
b | xase otameo (ownctyoo% | TR o eyt P
* Lagern
by Nopoa Lie 11.01
tarrance Co.) orvvig

(Noted)
1. Ofthe smounis above, 1he emount of transaction docs nat include consumption of other laxes. However, the ouisanding balance d the end

of Nacal year includes conmmmplion and other waxes.
7. The condiions of the transaction and the policy for decisions regarding (he condilions of the transaction are te same &4 thase for thind-party

1ransacion partnera.
3. Thetrnsaciion with Nippon Life thsarance Co. ia the se-called trensagtion for third panics.

8. Notes oo data per share

(1) Net asset per share 254.12 yen

(2) Net income per share 11,02 yen

9. Other Notes

Corporate consolidation
Transactions under common egntrol, etc.
{a) Outline of transaction
Shibuya Development Co., Ltd., the Company's former wholly-owned subsidiary, had operated a
property lease business with the assets it owned mostly in the Shibuya ward of Tokyo, such as
the Toyoko branch of Tokyu Department Store, which was shared with the Company. To
concentrate management resources on the Company and to optimize management cfficiency, the
Company absorbed and merged with Shibuya Development as of Apnil 1, 2006.
(b) Qutline of account processing
The emounts of assets and liabilities inherited from Shibuya Development are as follows:
Inherited assets 41,220 million yen
Inherited liabilities 15,271 million yen
The Company has posted 8,744 million yen in extraordinary losses for the difference between
net assets accepted from Shibuya Development and the book value of the shares of Shibuya
Devetopment (tie-in share).
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Copy of the Audit Report Regarding Financial Statements

This transiation of the Independent Auditors' Report, as well as the eatirety of this transfation of the Notice of
69th Amual Shareholders' Meeting including sttachments thereto, represents the English translation of the
corresponding Japanese language document included in the Notice of 69th Annual Sharcholders’ Meeting.
The Independent Auditor's Report was based on the independent auditors’ review of Japancie language
financla) statements and other Japanese language materials, The Independent audilors have not reviewed the
English transiations of the financial statements or other materials provided in this translation of the Notice of
69tb Annual Sharcholders’ Mecting.

INDEPENDENT AUDITORS' REPORT

May 22, 2007
To the Board of Directors of Tokyu Corporation

Emst & Young ShinNihon

Kenji Yumoto, Designated Partner, Executive Partner Certificd Public Accountant
Motoki Yoshimura, Designated Partner, Executive Partner Certified Public Accountant
Scijo Mukaikawa, Designated Partner, Executive Partner Certified Public Accountant

Pursuant to Article 436, Paragraph 2, ltem 1 of the Companics Act, we have audited
financial statements including the non-consolidated balance sheet, the non-consolidated statement
of income, the non-consclidated statement of changes in net assets, the notes to non-consolidated
financial statements and the related supplementary schedules of Tokyu Corporation (the
“Company”) applicable to the 138th fiscal year from April 1, 2006 through March 31, 2007,
These non-consolidated financial statements and the related supplementary schedules are the
responsibility of the Company’s management. Our responsibility is to express an cpinion on
these non-consclidated financial statements and the related supplementary schedules based on
our audit. .

We conducted owr audit in accordance with auditing standards generaily nccepted in Japan,
Those standards require that we plan and perform the audit to obtain reasonable assurance as to
whether the non-consclidated financial staternents and the related supplementary schedules are
free of material misstatements. An audit includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the
non-consolidated financial statements and the related supplementary schedules. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the non-consolidated financial statements and the related supplementary
schedules referred to above present fairly, in all material respects, the financial position and
results of operations of Tokyu Corporation applicable to the 138th fiscal year ended March 31,
2007, in conformity with accounting principles generally accepted in Japan. We have no interest
in the Company that is required to be disclosed by the Certificd Public Accountants Law.
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Copy of the Aud{t Report of the Board of Auditors

This translation of the Audit Repart, as wel as the entirety of this transiation of the Notice of 69th Annual
Shareholders” Meeting Including attachments thereto, represents the English translation of the corresponding
Japanese language document included in the Notice of 63th Annual Sharcholders’ Mecting. The Audit
Report wes based on the aunditors’ review of Jupanese language financial statements and other Japanese
Isnguage matertals. The avditors have not reviewed the English tronslations of the financiol statements or
other materials provided in this translation of the Notice of 69th Amusl Shareholders’ Meeting.

AUDIT REPORT

The Board of Corporate Auditors has reccived reports on the cxccution of duties by
directors during the 138th fiscal year from April 1, 2006 to March 31, 2007 preparcd by cach of
the members of the Board of Corporate Auditors (cach, an “Auditor”). After discussing the
reports we have prepared this Audit Report and repont as follows.

1. Procedures and details of the audits by the Auditors and the Board of Corporate
Auditors

The Board of Corporate Auditars set out audit guidelines and reviewed reports on the
status and results of audits ffom cach of the Auditors. It has also reviewed reports from directors
and accounting auditors on the performance of their duties and asked for explanations where
necessary.

Each of the auditors: sought to communicatc with directors, internal auditing divisions
and other employees in accordance with the audit guidelines; endeavored to coliect information
and prepare for the audit; attended the meetings of the Board of Directors and other important
mectings; reviewed reports from the directors and other employees on the performance of their
duties; asked for explanations where necessary; read documents on matters such as imporiant
decisions; and investigated the business and financial conditions at the head office and main
branches. We also monitored and verified the details of the resolutions of the Board of Directors
concerning the development of the system defined in Article 100, Paragraphs 1 and 3 of the
enforcement regulations of the Company Law as the system for ensuring that directors carry out
their duties in accordance with the law and the Articles of Incorporation, and other measures for
ensuring the appropriateness of the operations of a joint stock company, as well as the condition
of the system of internal controls developed in accordance with this resolution. Each auditor
reviewed the content of the basic policy of the Enforcement Regulation of the Companies Act,
Article 127, Item 1, which is listed in the business report, by taking into consideration the
discussions regarding the policy at the Board of Directors. Regarding the subsidiaries of the
Company, we sought to communicate and cxchange information with the directors and auditors
of such subsidiaries and where necessary reviewed business reports from such subsidiaries.

In accordance with the procedures outlined above, we examined business reports and the
supplementary schedules thereto for the year ended March 31, 2007. We monitored and verified
that the aceounting auditors maintained independence and conducted the audit in an appropriate
manner, and we also reviewed reports from the accounting auditors regarding the status of the
performance of their dutics and, where necessary, we requested explanations. We also reviewed
notification from the accounting auditors to the effect that “systems for ensuring the appropriatc
execution of duties” (items indicated in Article 159 of the Corporate Calculation Regulations)
had been established in accordance with the “standard for quality control of audit” (issued by the
Business Accounting Deliberation Council on October 28, 2005) and others, and where necessary
asked for explanations.
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2. Results of Audit
(1) Audit results for the Business Report, ete.
i. The Busincss Report and the supplementary schedules thereto fairly represent the

iii.

iv.

condition of the Company in accordance with the laws of Japan and the Articles of
Incorporation.

. We have determined that there were no material occurrences of dishonesty, fraud or

violations of any laws or the company’s Articles of Incorporation by any of the

directors in carrying out the duties and responsibilities of their offices.

In our opinion, the details of the resolution of the Board of Directors concerning the

system of internal controls are appropriate.

We have also determined that there are no notcworthy matters concemning the

performance of duties by directors in relation to said system of internal controls.

With respect 1o the basic policy on the control of the joint-stock corporation, which is
stated in the Business QOperation Report, we have determincd that there are no matters
that should be highlighted as a concern. )

(2)Audit results for the non-consolidated financial statements and the supplementary
schedules thereto
In our opinion, the audit procedures and audit results received from the accounting auditor,
Emst & Young ShinNihon arc appropriate.

(3) Audit results for the consolidated financial statements
In our opinion, the audit procedures and audit results received from the accounting auditor,

Emst & Young ShinNihon, arc appropriate.

May 24, 2007

Masamichi Yamada, Full-Time Auditor
Ken-ichiro Kakimoto, Full-Time Auditor
Takahide Sakurai, Auditor

Shunji Kono, Auditor

Kunie Okamoto, Auditor

The Board of Auditors

Tokyu Corp.
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6.

Z.

Important disposition of assets, etc. by the parties to the share exchange after the last day

of the latest fiscal year

Matters relating to Tokyu Corporation

M

2)

Loss Recorded on Valuation of Shares in an Affiliate (Non-consolidated)
Tokyu Corporation recorded a ¥9,744 million extraordinary loss in its interim

non-consolidated results for the period ending September 2007. Such loss was due (o a
decline in the value of shares held by Tokyu Corporation in its non-consolidated

subsidiaries, such as TH Properties Corporation.

Because the loss is in connection with shares held by Tokyu Corporation in its
non-consolidated subsidiarics, the loss will not be recorded in Tokyu Corporation’s

consolidated results.

Tokyu Corperation recorded a 7,393 million extraordinary loss'in the value of
its shares in Tokyu Construction, an equity method affiliate, in its non-consolidated results
for the fiscal year ended March 31, 2008,

Since Tokyu Corporation applies the equity method to Tokyu Construction, the
loss in valuation will not be recorded in Tokyu Carporation’s consolidated results.

Impairment loss on fixed assets (Non-consolldated)
With respect to certain fixed assets of Tokyu Corporation, and in accordance

with the “Accounting standards for the impairment of fixed assets,” Tokyu Corporation
will record a ¥4,120 million extreordinary loss in its interim non-consolidated results for

the period ending September 2007.

(The information at the first paragraph of (1) above and that in {2) is excerpted from the
“Notice Regarding Evaluation Loss of Subsidiaries Shares (Non-consolidated),
Impairment Loss (Non-consolidated) and Revision of the Half-year Forecast
{Non-consolidated)” submitted to the Tokyo Stock Exchange on October 26,
2007. And the information at the third paragraph of (1) is excerpted from the
“Loss Recorded on Valuation of Shares in an Affiliate (Non-Consolidated)”
submitted to the Tokyo Stock Exchange on April 4, 2007.)

Matters relating to the Company

Not applicable.
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Proposal 3. Appointment of 17 directors

The term of office of all 15 existing directors will expire at the end of this sharcholders’

meeting. We would like to add two directors to bolster the managing structure and ask you to

appoint 17 directors.

The following is a list of candidate directors:

Candidate Name Career summary, pasition, responsibility, and representative
no. (birth daic} positions in other companics

Number of shares heid
in the Cormpany

Apr. 1958 Joined the Company

May 1979 Director

May 1933 Manzging Director

May 1991 Scnicr Maraging Direclor

May 1997  Exccutive Vice President

Aug. 2000 Presidernt

May 2005  Chairmzn of the Board (present post)

Hircshi Kawashima
(August 25, 1935)

68,000

Apr. 1964  joined Tokyu Corporstion
i . May 1981  Director of the Company
2 Ichir Tekahashi May 1984 Mamging Director
{October 27, 1941) May 1997  Senior Managing Dircctor
May 2003 Executive Vice President
May 2005 President (presemn post)

64,000

Nov. 1968 Joined the Company

May 1991 Director

Hidehiko Soma May 1997  Mamaging Director {present post)

(June 10, 1945) Jone 1999 Chief Director of Product

May 2005  In charge of President’s Office, Chief Director
of Administration (present post)

42,000

Apr. 1970 Joined the Company

May 1995 Dircctor

Yuji Oimatsu May 2001  Chief Dircetor of Administration

(Jarmuary 17, 1948) May 2003  Managing Director (present post)

May 2005  In charge of Sales, Product, and Developmem
{prescnt post)

30,000

Apr. 1970 Joincd the Company

May 1997 Director {present post)

5 Kazuo Nagura Mar, 2001  Mamager of Development and Planning Office
(February 7, 1946) May 2003 Chicf Direstor of Sles

Mar. 2007 Marager of President's Office (preseni post)

21,000
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Candidaie

Name
(birth date)

Carcer summary, position, responsibility, and representative

positions in other companies

Number of shares held
in the Company

Haruo Mizutam
{March 5, 1943)

Ap. 1970
May 1997
May 1997
Mar. 2007

Toined Lhe Company

Director {present post)

Director of Clothing

In charge of Products

(Clothing and Houschotd Goods)
{present post)

21,000

Hireshi Mito
{February 27, 1948)

Apr. 1971
May 2003
May 2003

Scp. 204
Mur, 2007

Joined the Company

Director (present post}

Mamger of Treining Center

Direcior of Store Operstions

Chief Director of Sales {present post)

12,100

Takashi Hiromoio
(Jamary 19, 1949)

Apr. 1971
May 2003
Mar, 2007

Joired the Company
Directar (present post)
Chief Director of Development (prescnt post)

24,000

Tsutomu Ishikawa
{August 16, 1951)

Apr. 1974
May 2003
Scp. 2004
May 2005

Joined the Company

Director (present post)

Mzmger of Product Planning Office
Chief Director of Product {present post)

8,000

Setsuo Tsukamoto
(Februrry 3, 1953)

Apr. 1975
Sep. 2004

May 2005

Joined the Company

Director of Daily Delivery Foods
(present post)

Director {present post)

8,000

Ikuhisa Miyazaki
(May 24, 1953)

Apr. 1977

Sep. 2002
May 2005

loined the Company
Directeor of Information System {presenl post)
Director (present post)

8,000

Michihisa Ono
(November 29, 1953)

Apr. 1977
Mar. 2003
May 1007

loined the Company
Director of Human Resources (present past)
Dircctor (present post)

6,000

Kemaro Mizushima
(November 14, 1954)

Apr. 1978
Mar. 2003
May 2007

Joined the Company
Director of Accounting (present post}
Direetor (presem post)

15,000

Toshiaki Koshimum
(September 20, 1940)

Apr, 1964
Jun, 1995
Jan. 1999

'] Jun. 2001

Jun, 2005

May 2007

Joined Tokyu Carporation

Director

Mansging Director

Serior Managing Director

Presiders & Representative Dircctor
(present pont)

Director of the Company (present post)

(Representative posts of other commnics)
President & Representative Director of Tokyw Corporation
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Cendidate Name Career summary, position, responsibility, and representative | Number of shares held
no. (birth date) positions in other companics in the Company

Apr. 1962 Joined Toloyu Corparstion

Am. 1995  Director of Tokyu Depanment Store

Aug 1995 Managing Direclor

Apr. 1998 Scor Managing Director

15 Hirokazu Mizuta Apr. 2000 President & Representative Director o
{November 9, 1937) {present post)

May 2001  Director of the Company (present post)

{Representative posts of other companics)

President & Representative Director of Tokyu Depantment

S1ore

Amr. 1966  Joined Tokyu Corporation
Jun. 1999 Director
Jun. 2001  Managing Director
Jun. 2005  Senior Managing Director

. . Jun 2006 Vice President and Representative Director
:;.atsuhuaz m) (presem pos) ' 0

smuary 24, {Representative posts of other companics)

Vice President and Representative Director of Tokyw
Corporation
President end Represeraative Oirector of Tokyu lnsurance
Consulting

16

Agr. 15715 Joined Tokyu Carporution

Yuji Kinoshita Jun. 2003 Director

(Au;ril 23, 1951) Jun, 2006 Mamging Director (present post) 0
’ Feb, 2007 Senbor Managing Director of Tokyu

Depannent Store {present post)

(Notes}
I, Special interesis mmngbﬂuun prospective directors and the Compan

{1} Toshuaki Kothinwrs b the prerident snd reprostutmive di:cao( of Tokyw Corporation. The Company bes business relations wikth
Tokys Corporstion, including the leasing ol‘h:ilmu

{2) Hirokans Minuta iz the presid l.ad D ive 4t of Takyu Dep. Storw, which engagey in the jame type of business
a2 that of the Company. The & ¥ z lations with Tokyw Depanment Store, including Wha lcasing of facdities,

{3} Katsuhiss SuzuXj is vice president and uprummw director of Tok yu Corporation. The Company bas business relations with Tokyw
Corpotation, including the teasing of fcdities, He iy o130 the president and rep ive di of Takyu L Cousshing,
which has business relmions with the Company, including the mandate of i 3

2. Toshiaki Koshinura, Hirokaru Mizuta, Katsuhisa Suzuki, and Yoji Kincthita wre candidate s for outide divecton.
3, Reason for the appointment of the candidaies for cuside directon

{1} Toshiaki Koshimura is tbe pm-dm and represeniative disector of Tokyu Carporation, the pureni company, We ask 1hat a8 outside
direcior he be given the eppumly to offer his extengive experience and insights &3 & senior aecutive to the manapement of the
Company and to moaitor the con y of t wilh the g policy of e entie Tokyu Group.

(2) Hirokazu Mizuta is the president and eepresentative direcior cl"rukyu Department Sore, We ask that noumde director he be given
ths opp iy W offer hia jve cxpericnce and insights a3 a senior executive 1o the management of thy Company and 16 provide
appeoprime opinbm on cresling synergy between the Company and Tokyu Dep Store, 1hs core company of ibe Retad
business of the Tokyw Orwp

(1) Kstauhia Suzruki is vice pﬂ:ident and representative director nf1bl:yu Corporation, Uw parcm company, We ack that as outside
diector he be given e opp y to offer hia ¢ ive oxperience and insights a3 & JeTior execulive 10 the omnagement of the

Company.
4) Yuji Kinoshita iy managing d\m.'lm nr Tokyu Corpormicn, the parent company. We ssk that 3 oulsde director be be given the
PP ity to offer his Xp and ingights a8 § senior executive in the management o the Company.
4, Independence of candidmies for putside dvecions
{l) The poumsnd sporsibilities of Toshiaki Koahimura, Katsuhim Suzukl, and Yuji Kinoshits as opersting ofkcers In Tokyw
Corporzion and its subsidiarics in the pant fve yeary are described in the column “Carcer summary, pogition, responsbility, wnd

representative positions i othe companies.” Tokyw C! and ity subsidizries are gpecifisd relmied comp
(4] HimhmMuhnnumnuo!ﬁ:aochkyuD:pmm&ore.upmﬁndnlned pany of the Compeny, snd is thartk
consdered & person who has been an openiing office of Tokyn Depanmen Store i the pan Bve years,
5. Toshxi Koshimmm asd Hirokazry Mizaw will bywe srved as cutside directors for ong year and seven yean, respestively, 43 of the end of
This ordinary thercholders' meeting.
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Proposal 4. Appoin{m.cnt of 4 corporate auditors

shareholders’ mecting, we ask you to appoint 4 directors.
The Board of Corporate Auditors has agreed on this proposal.
The following is a list of prospective corporate suditors:

Since the term of office of all 4 existing corporate auditors will expire at the end of this

Candidate Name Carcer summary, position, responsibility, and
no. (binth date) representalive positions in other companies

Number of shares held in
the Company

Apr. 1970 Joined the Company

Mar. 1991 Director of System Developmem

Shinya Okumoto Jun. 1999 Dirccror of Logistics

{Augus! 29, 1946) Mor. 2001  Direcior of Logistics Promotion of Product
: Planning Office

May 2001  Stanting Corporate Auditor (present poat)

13,331

Apr. 1974  Joined the Company

Mar, 1998 Dircctor of Livestock

Mar. 2001 Mamger of Karmakura store

Mar, 2003 Direcior of Generad AfThirs

May 2004  Standing Corporate Auditor (preseny post)

Masayoshi Tezuka
(October 16, 1950)

4,000

Apr. 1972 Joined The Mitsubishi Bank, Lid.
(curently the Bank of Tokyo-Mitsubishi )
Jun 1999 Maraging Director of the Bank of
3 Tetsuo Iwata Tokyo-Mitsubishi
{Apri) 30, 1948) {cumrently the Bank of Tokyo-Mitsubishi )
Jun. 2003 Managing Exccutive Director
Jun. 2007  Swnding Corporate Auditor of Tokyu
Corporation (present post)

Apr. 1982 Joined Tokyu Corporation
Apr. 2006  General Manager of Office of Retail Business
) . Strategy
Chikarn Amemiya Jan. 2007 General Manager of Office of
(June 20, 1958) Retil Busingss Stratcgy, Retai) Business Unit
Apr. 2008 Genenal Manager of Planning &
Admi ndstration Division, Retail Businesy Undt
(current post)

(Note)

1. The candidates lor corporare suditors have fio special interests with tha Company.
2. Tetsuo Twata and Chikars Ametmiys aro candidste s for owiside corporste audilons,
3, Reason bor sppoiniment of owiside corporsie auditors

{1) We requext the appoiniment of Tamo Iwata as outside corpents auditor 80 that he can offtr hiy extensive experienies end insights &

financial ingtitations in the suditing of the Conpany,
{2} We reques the eppolntmment of Chikers Amemiys 50 that he offer the knowledge and experience he has ac

d through his long

carces & secourting s the zuditing of the Company,
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Map for General Meeting of Shareholders
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1. Vemue for the General Meeting of Sharcholders
(Meaguro-ku Chusho Kigyo Center Hall (Meguro City Srall- and Mediurn-Sized Companies Center Hall))

2. Meguro Kiamin Center
(Meguo Restdents Center)

5. Dendo Bash{ Bridge

8. Litrury

11. Footbridge

14. Yomanote Line

17. To Shinagawa

20. Mcguro Line

13. Meguro River

26. Yarmate Dori

Site:

Nearest Statlon:

3. Furcai Bashi Bridgs 4, Megum Waste Incinerstion Plant
6 Pool 7. Tennfs Count
9. An Museum 10. Resona Bank &t Mcguro Bidg.
12, To Nakameguro 13. Nembolu Line & Mita Line
15, Meguro Station 16. To Shibuy ’
18. West Exit 19. Meguro Stotion
21. Foosbridgs 22. Police box
24. Shimomeguro Elementary School 23, Mepgure Dori
27. To Gotanda 28, Ootori Jinja Shrina

Meguro-ku Chusho Kigyo Center Hall, Meguro Kumin Center
2-4-16, Meguro, Meguro-ku, Tokyo
JR Yamanote Line

Tokyu Meguro Line 10-minute walk from
Tolcyo Metro Namboku Line Meguro Station
Toei Mita Line
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Translation:

This English translation is being provided to United States sharcholders for the sale purpose of complying with cersin requircmcnts
under United States securitics laws and docs not constitule pan of & notice of sharcholders meeting under the Company Law of Japan. I
is not intended in any way 10 substitute or reploce the original Japancse version under Jspascse law and if there is any discrepancy
between the originat Japanese version and this translation, the original Japanesc version shall govern,

NOTICE TO SHAREHOLDERS RESIDENT IN THE UNITED STATES:

This public notkce relates to a proposed business combination which involves the secarites of & foretgn company. Ut is
subject to disclosnre requirements of a foreign country that are differeat from those of the United States.  Flnancial statemeats
Inctuded i the document, If say, have been prepared In accordance with farelgn sccounting standsrds that mey oot be
comparabls to the financisl natements of United States companies,

It may be difficeli for any U.S. sharchalder to enforce tts rights and any claim it mey beve arising under the federsl
secarities Laws, since the {ssuer Is located o a forelgn country, and some or sll of It officers and directors may be restdents of &
forelgn country. Such U.S. sharchiotder may not be able to suc s foreign company or Inn officery or directors kn & forelgn coort
for viglations of 1he 1.5, securities taws. 1t may be difficult to pel & forelgn company and fts affillates to subject thermelves
to 2 U.S. court’s jadgment

(Attachments to the Notice of 69™ Annual Shareholders’ Meeting)
The 69th Fiscal Year

Reports

(From March 1, 2007 to February 29, 2008)

Business Report

Consolidated Balance Sheet

Consolidated Statement of Income
Consolidated Changes in Net Assets
Consolidated Notes

Copy of Audit Report by Accounting Auditor on Consolidated Financial
Statements

Copy of Audit Report by Board of Auditors
Non-consolidated Balance Sheet
Non-consolidated Statement of Income
Non-consolidated Changes in Net Assets
Non-consolidated Notes

Copy of Audit Report by Accounting Auditor

Tokyu Store Chain Co., Ltd.
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1.

Business Report
[From March 1, 2007 to February 29, 2008]

The Corporate Group

(1) Business Actlvities and Results

In the fiscal year under review, the Japanese economy sustained a modest recovery
against a backdrop of expanding foreign demand. Nonetheless, uncertainty increased with the
subprime mortgage crisis and soaring raw material prices. In the relail industry, customer
awarcness of food safety and prices as well as the economic situation was heightened, and

consumer behavior changed, making the business environment more challenging.

The Tokyu Store Chain Group sought to respond to this environment through
initiatives to become a more customer-oricnted company that best knows customers in the
community and meets their needs, based on the concept of quality improvement. In the fiscal
year under review, the Group bolstered its sales force by developing and expanding sales of
private brand products and sought to build systems, including an upgrading of its accounting
system, to'improve efficiency. The Group also committed to providing products and services
that are safe and offer customers peace of mind. Toko Foods Co. Ltd. cbtained 15022000
certification, an international management system standard relating to food safety. Kyodo
Gijutsu Center obtained ISO9001, a quality management standard.

As a result of its efforts, the Group posted for the fiscal year consolidated revenues
of ¥310,253 million (up 1.2% year on year). However, consotidated operating income fell lo
¥6,483 million (down 4.3%), and consolidated recwring income declined to ¥5,638 million
{down 5.0%), reflecting a weak non-consolidated performance in the first half of the fiscal year.
The Group posted impairment osses for certain outlets as a resull of strict judgments on
impairment in association with the development of a new medium-term management plan for
the period beginning the next fiscal year. It also reversed the portion of deferred tax assets that
is not likely to be collected. Consequently, the Group posted a consolidated net loss of ¥6,557

million.
The Company opened four new stores for business: Precce Tokyo Midtown store

(Minato-ku, Tokyo; sales floor space: 1,065m2) in March 2007, Kabe storc (Oume, Tokyo;
10,204m2) and Toritsudaigaku store (Meguro-ku, Tokyo; 1,563m2) in April, and Precce
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Futagolamagawa Kasetsu store (Setagaya-ku, Tokyo; 804m2) in July. On the other hand, the
Company closed Chikushino store (Chikushino, Fukucka; 17,937m2) in March,
Toritsudaigaku Kasctsu (Meguro-ku, Tokye; 375m2) in April, Futamatagawa (Yokohama,
Kanagawa; 220m2) in June, Futakotamagawa (Setagaya-ku, Tokyo; 673m2) in July, and
Honda store (Chiba, Chiba; 1,173m2) in January 2008. Gotanda store retumed the upper floors
(from the fourth floor to the eighth floor) in association with the remodeling of the entire
building in collaboration with the Tokyu Group and refurbished the food floor before the grand
opening. Takashimadaira storc introduced new tenants and carricd out revitalizing initiatives to
improve efficiency and convenience. Other stores also implemented sales stimulus plans,

aiming to bolster their carnings basis.

With respect to sales activities, the Company stopped providing excessive discounts.
In contrast, we introduced new sales promotion plans, including the use of a poinis system, to
improve our ability to atract customers and secure sales of a certain level. However, since
customers were more price sensitive than expected, sales stalled in the first half of the fiscal
year. The Company responded by stepping up advertising for low prices on fresh foods,
especially green groceries, in the sccond half, and corrected the direction of the sales
promotion policy, reviewing the assortment of standard items, including the expansion of
private brand items. In addition, it comprehensively reviewed the retailing basics, including
customer service and sales floor management, endeavoring to enhance its sales power. As a

result, sales recovered in the second half of the fiscal year.

Looking at sales by category, in foods, the Company expanded its range of
quality-driven products by carcfully selecting production arcas, raw materials, and
manufacturing processes and developing items that meet customer demands for safety and
peace of mind. In processed foods, seasonal products sold well thanks to the good weather and
temperatures. The deli department performed particulasly well. In fresh foods, the Company
supported sales by advertising tow prices and bolstering the supply of valuc-added products,
including very fresh products and products processed in stores. As a result, sales, cspecially

those of green groceries, were strong. Total sales of foods exceeded the levels of the previous

year.

Toof 114




Sales in the clothing, household goods, and Norengai and Tokusengai categorics

were below the levels of the previous year, partly reflecting a reduction in sales floor arens

through remodeling. Despite this, scasonal merchandise sold well.

Sales Breakdown by Product Category

Category Operating revenue Year on Year Breakdown

Million yen Y %

Processed foods 108,419 1024 44.6
Fresh foods 64,754 102.0 26.7
Foods 173,174 102.2 713
Clothing 13,099 934 54
Household goods 17,977 97.2 74
Norengai, Tokusengai 38,546 94.3 159
Total 242,797 99.9 100.0

In profit terms, the Company sought to improve its gross margin by developing and
expanding sales of private brand products. It also allocated its budget morc effectively in an

environment of soaring oil and raw material prices.

The number of customers recavered thanks to changes in sales promotion plans in
the second half of the fiscal year. As a result, revenues amounted to ¥252,847 million (up 0.3%
year on year), Howcver, operating income fell to ¥4,667 million (down 8.5%), and recurring

income declined ¥3,844 million {(down 9.7%).

Sapporo Tokyu Store Chain celebrated its 35th anniversary. It strove to increase sales
by cnhancing its ability to attract customers through commemorative sales promotion and the
development and sales expansion of commemorative goods. It also improved earnings by

" rebuilding and opening Hokuci store in August and remodeling the Makomanai store.

Sapporo Tokyu Store Chain also camried out logistics reforms. It commenced
operation of a room temperaturc distribution center in November 2007 and operation of a low
temperature distribution center in March 2008, consolidated the distribution network, and
reduccd operations in stores. The reforms helped lower distribution costs and improve

productivity.
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The company also promoted environmental activities. For instance, all offices
cbtained 1SO14001 certification, an international standard for environmental management

systems.

As a result of the above efforts and as a consequence of the change in the accounting
period in the previous fiscal year, Sapporo Tokyu Store Chain posted revenues of ¥53,260
million (up 6.9% year on year), operating income of ¥1,216 million (rising 8.5%), and

recurring income of ¥1,075 million {increasing 8.6%).

Other subsidiarics aimed to bolster their sales force, particularly by developing and
providing high-quality and high value-added products and services in collaboration with the

Company, and promoted efficient operations and the effective use of expenses.

Situation of capital expenditure and financing

Capital expenditure for new stores, remodeling, and propertics for new stores
amounted to ¥4,381 million, all of which was covered by the Company’s own funds.
The Company sought 1o repay loans through the reimbursement of guarantce money paid and
the sale of assets. As a result, loans at the end of the fiscal year were ¥46,805 million, a fall of
¥2 980 million from the end of the previous fiscal year.

Our challenges

There is concern that personal spending will be weak, reflecting the strong impact on
consumer sentiment of rising retail prices resulting from soaring raw material costs while -
household income undergoes sluggish growth. We consequently expect the business

environment lo become difficult.

In response, the Group is introducing a new medium-term management plan for the
three years beginning FY2008. Under the management plan, the Company will give top
priority to developing & corporate ability to achieve sustainable growth and will aim to achicve
2 stable expansion of operating profit with basic policies of improving camnings through a
scrap-and-build approach, returning existing stores to profitability, and promoting efficiency
through work restructuring and business improvement.
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As a priority initiative, the Company will promote a scrap-and-build approach,
accelerating the improvement in eamings in nonperforming stores while opening about ten
supermarkets, primarily in areas served by Tokyu's railway lines during the period of the
management plan, With respect 1o sales activities, we will consider new sales promotion
methods through customer information analysis using the frequent shoppers program, and will
bolster training for service to customers and processing technology, thereby retuming existing
stores to profitability. In products, we will focus on developing and expanding sales of private
brand products, increasing revenue from PB products to 30% of total sales, and improving
gross margin percentage. The Company will also aspire to improve productivity across the
board through effect deployment of its workforce through the introduction of a new personnel

system and improving efficiency in back-office operations through business process reform.

In fiscal 2008, the Company will open Nishikoyama store (Shinagawa-ku, Tokyo;
sales floor space: 580m2) and Kugahara store {Ota-ku, Tokyo; 1,587m2) for business in April
and Mukogaokayuen store (Kawasaki, Kanagawa; 693m2) in November. Nishikoyama store
will be the first outlet of Tokyu Store Food Station, a new type of store that responds to
demand for home-meal replacement and bolsters the deli department. Meanwhile, the
Company closed Gakugeidaigaku store (Meguro-ku, Tokyo; 1,473m2) in March and will close
Okurayama store (Yokohama, Kanagawa; 430m2) in May in association with railway aseismic
reinforcement work and will close Komamusashidai store (Hidaka, Saitama; 699m2) in April
in response to a change in the commercial environment. The Company will remodel and
stimulate existing stores one by one in collaboration with the retail-related project of the Tokyu
Group to recover their earnings capabilities. In April the Company will open the remodeled
Gotanda store when Remy Gotanda begins its operation.

Sapporo Tokyu Store Chain will seek to improve the performance of existing stores
and bolster earnings. To maximize the effects of logistics reform, it will review its approach

and seek to enhance productivity.
Other subsidiaries will boost operating efficiency and develop quality products in

collaboration with the Company. We will expand our activities beyond the Group, creating new

sales opportunities and bolstering sales strength.
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The Group will unite in its efforts 10 achicve the above initiatives, bolstering its

operaling base and improving consolidated eamings.

(4) Cheanges in assets and earnings

65th term
66th term 67th term 68th term (tcrm under review)

{Mar. 1,2004 to (Mar. 1, 2005 to (Mar. 1, 2006 to
(Mar. 1, 2007 to0
Feb. 28, 2005) Feb. 28, 2006) Feb. 28, 2007) Feb. 29, 2008)

Classification

Revenues ¥262,920mn ¥258,874mn ¥306,489mn ¥310,253mn
Net income ¥2,231mn -¥2,504mn ¥4,421mn -¥6,557mn
Eamings per share ¥31.48 -¥35.79 ¥63.23 -¥93.78
Total assets ¥124 583mn ¥111,717mn ¥133,260mn ¥119,775mn
Equity ¥38,157mn ¥34,982mn . ¥39,740mn ¥31,97Tmn
Equity per share ¥544 .81 ¥500.06 ¥552.31 ¥444.02

(Notes)
1. Ambws denotes ¢ loss.
2. Reginning with the 681 term, the Campany edopted the Accounting Standard for Prescration of Net Aasts i the Balance Sheet (Acoounting
Standards Board of Japan Statement No. § issued on December 9, 2005) and Guidance on Accounting Standand for Presertation of Net Assets in
the Balance Sheet (ASBS Guidance No. § issued on December 9, 2003)
3. Inihe 6h teom, the Company posted & net 1053 89 » result of an impairment loss of ¥4,177 million in sssocistion with the early spplleation of

Sapporo Tokyw Stare Chain becsme o consolidated subsidiery in the 681h term.
The net loss for the 6%1h term (under roview) wis caused by the posting of sn impalrrnent Joas of ¥3,462 million and an adjusted amount for

income tax of ¥5,671 million.

o~

(5) Important circumstances regarding the parent compeny and subsidlaries
(i) Relations with the parent company
Tokyu Corporation, the parent company of the Company, holds 27,781,000 shares
(40.2% of the voting rights) of the Company.

The Company has business relations with Tokyu Corporation, including the leasing
of facilities. With respect to personne! relations, a representative director and a director of
Tokyu Corporation serve concurrently as a director and corporate auditor of the Company,

respectively.

As 2 member of the Tokyu Group, which is centered on Tokyu Corporation, the
Company is building collaborative relations with Tokyu Corporation and other Tokyu Group
companies and is endecavoring to enhance the value of the Tokyu brand, with its mission of
“Creating 8 Beautiful Living Environment,” the philosophy of the Tokyu Group. We believe
that being part of the Tokyw Group generates synergy based on the brand power and

management resources of the Tokyu Group. -
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(i) Important situation of subsidiaries

. Percentage of . .
Company Capital Voting Rights Main Business
' Million yen %
Toko Foods fnc. 96 100.0 | Sale of rice
Toko Foods Co. Ltd. 90 100.0 | Production and sale of foods
Toko Drug 10 100.0 Manag?mcm o‘f pharmaceuticals and
cosmetics specialty stores
Purchase and sale of flowers and
Toko Green Foods 50 100.0 | foliage plants and management of
specialty stores
. Maintenance and total management
Kyodo Gijutsu Center 50 100.0 of buildings and facilities
Toko Service 30 100.0 | Security, cleaning service, hygicnic
management, and worker dispatching
. Sale of general merchandise,
Sapporo Tokyu Store Chain 1,377 50.7 particularly foods

(Note) The business name of Toko Green Foods wis changed (o Tokyo Flors on March 1, 2003

(6) Major businesses (as of February 29, 2008)
Tokyu Store Chain Group consists of the Company and its cight subsidiaries and engages

primarily in the following businesses:

TokoDrug........ooveiviiiaiiennnnns

Production and wholesale of foods...

Services and other ....ooovieeivenenn

The Company and Sapporo Tokyu Store Chain are store

chains located in the Tokyo metropolitan area and Sapporo,
respectively. They manage retail outlets sclling primarily
food, and clothing and household goods.

.(specializing in pharmaceuticals and cosmetics) and Toko
Green Foods (specializing in flowers and foliage plants) is
a tenant in outlets of the Company.

Toko Foods supplies rice and Toko Foods Co. Ltd.
supplies daily delivery foods, including fofu, natio, noodles
and boiled rice, to the Company.

Toko Service provides security, cleaning, and worker
dispatching services for outlets of the Company. Kyedo
Gijutsu Center manages the equipment of outlets.
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(7) Major offices and plants (as of February 29, 2008)

Head office 1-21-12 Kamimeguro, Meguro-ku, Tokyo
Stores Tokye (53 stores), Kanagawa (34 stores), Chiba (5 atores), Saitama
The C (3 stores), Shizuoka (3 etores), and Iberaki (one store)
© L-ompany A total of 99 stores
Distribution | Kanagawa (one center)
center
Head office
Toko Foods Inc, Ricc milling | 234 Higashiogishima, Kawasaki-ku, Kawasaki, Kanagawa
center
Head office 1199 Kobayashicho, Mito, fbaraki
Toke Foods Co. Lid. ! -
%o oL Plant [baraki (2 plants)
Head office 2-13-3 Yutenji, Meguro-ku, Tokyo
Toko Drug Stores Tokyo (11 stores), Kanagawa (11 stores), and Ibaraki (one
store)
A total of 23 stores
Head office }-1-1 Mizusawa, Miyamae-ku, Kawasaki, Kanagawa
Toko Green Foods Stores Tokyo (13 storcs), Kanagawa (10 stores), and Ibaraki (one
store)
A total of 24 stores
Kyodo Gijutsu Head office | 23-4 Higashiogishima, Kawasaki-ku, Kawasaki, Kanagawa
Center Office Tokyo (one office)
Toko Service Head office 2-13-3 Yutenji, Meguro-ku, Tokyo
Sanporo Tokyu St Head office 1-1-7 Higashi Sapporo 1-jo, Shiroishi-ku, Sapporo, Hokkaido
(s)
Chi:p:: PO [Stores Sapporo (28 stores} and Kitahiroshima (one store)

A total of 29 stores

(8) Employees (as of February 29, 2008)

Number of Employees

Change fromm End of Previous Fiscal Year

2,979

-12

(Note) The average number of pant-lime workers during the fiscal year wes 7,233 (assuming cach past-timer worked cight hours a day)

(9) Major lenders (as of February 29, 2008)

Lender Amount Borrowed
Million yen
The Chuo Mitsui Trust and Banking Company, Limited 7,773
Mitsubishi UF) Trust and Banking Corporation 6,449
The Bank of Tokyo-Mitsubhishi UFJ, Ltd, 6,043
The Bank of Yokohama, Lid. 4,207
The Sumitomo Trust & Banking Co., Lid. 3,394
Mizuho Corporate Bank, Ltd. 2,954
The Norinchukin Bank 2,710
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3.

Shares of the Company (as of February 29, 2008)
(1) Number of authorized shares 170,000,000 shares

(2) Number of issued shares 70,162,842 shares (including 241,142 shares of treasury stock)
(3) Number of shareholders 10,133 (increase of 1,908 from end of preceding fiscal year)

(4) Major sharcholders

Number of Shares Held

Sharcholder
Tokyu Corporation 27,781,353
ESOP of Tokyu Store Chain 4,815,555
Japan Trustee Services Bank, Lid.
(Trust Account 4) 1,608,000
Japan Trustee Services Bank, Lid.
(Re-trusted to Chuo Mitsui Asset Trust and Banking 1.410.000
Company, Limited, the trust account of CMTB Equity e
Investments)
Mitsubishi UFJ Trust and Benking Corporation 1,354,000
The Bank of Yokohama, Ltd. 1,342,692
The Dai-ichi Mutua) Life Insurance Company 1,292,000
The Bank of Tokyo-Mitsubishi UFJ, Lid. 1,235,242
Japan Trustee Services Bank, Ltd.
{Trust Account) 1,074,000
The Norinchukin Bank 750,012

Stock Acquisition Rights of the Company
Not applicable.
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Officers of the Company
(1) Information relating to directors and corporate auditors (as of February 29, 2008)

Responsibility and R entative Post
Post Name o ?n gthcr Comcs

Chairman &  representative | Hiroshi Kawashima

director

President & representative director | Ichiro Takahashi

Managing director Hidehiko Soma In charge of President’s Office, Chief
Director of Administration

Managing director Yuji Oimatsu In charge of Sales, Product, and
Development

Director Kazuo Nagura Manager of President’s Office

Director Haruo Mizutani In charge of Product {Clothing and
Houschold Goods)

Director Hiroshi Mito Chief Director of Sales

Dircctor Takashi Hiromoto Chief Director of Development

Director Tsutomu Ishikawa Chief Director of Product

Direclor Setsuo Tsukamoto Director of Daily Delivery Foods

Director Ikuhisa Miyazaki Director of Information System

Director Michihisa One Director of Human Resources

Director Kentaro Mizushima Director of Accounting

Director Toshizki Koshimura Tokyu Corporation President &
Representative Director

Dircctor Hirokazu Mizuta Tokyu Department Store President &
Representative Director

Standing corporate auditor Shinya Okumoto

Standing corporate auditor Masayoshi Tezuka

Corporate auditor Masamichi Yamada ltoki Corporation Chairman of the
Board, Representative Dircctor

Carporate auditor Tetsuo Nakahata Tokyu Corporation Senior Managing
Direetor

(Notes)
l. Di Toshiaki Koshimmuma snd Hirokazy Mizuta are outside direciors us st out in Anticle 2, ltem 15 of the Companics Act.

2

Corporate Auditors Masamichi Yamads and Tetsuo Nakahara sre cutside cofporms suditors as ser out In Anicle 2, ltem 16 of the Companies Ao,

(2) Toial compensation for directors and corporate auditors

N
%
2,
)

Classification Number of Officers Compensation
Directors 15 ¥136 million
Corporate auditors 4 ¥35 million
19 e
. . . ¥171 million
Total (including f“:)‘;;‘f;i‘; (including ¥ million for outside officers)
ote1)

In addition to the above, ¥112 million was paid for the employee portien of the compensation for directors who ere also enployres.
The upper limit of the dirctars” annial compensation was determined 1o be ¥264 million
directors who are alyo employees) in the 65th wmal shureboldens” meeting held on May 24, 2007,

The upper limdt of the corporze suditors” annux) enmpe mation wes determined 1o be ¥60 million in the 68th sntusd sharcholders” meeting beld on

May 24, 2007,
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(3) Mbatters relating to outside officers

(i) Concurrent posts of outside officers (as of February 29, 2008)

Classificaticn Name Concurrent Post
Tokyu Corporation President & representative director
Toshiaki Koshimura | Tobu Railway Outside director
Direct Tokyu Land Corporation Qutside director
or - ——
Tokyu Departrment Stose President & representative director
Hirokazu Mizuta | Nagano Tokyu Department Store Qutside director
Itoki Corporation Chairman & representative director
I Tokyu Construction Outside corporate auditor
Mesamichi Yamada | oo i corporation Outside corporate auditor
Corporate Scikilokyukogyo Qutside corporate auditor
auditor Tokyu Corporation Senior managing director
kal Tokyu Construction Quiside director
Tetsuo Na Tokyu Community Corp. Qutside director
Seikitokyukogyo Quitside director
(Note,
1 )rcsmmv hirmurs is the president and ive director of Takyu Corporation, the parent company of the Company. The Company has

business reletions with Tokyu Corporation, including the lessing of facilies.

2. Hirgkuzu Minos is the presidens of Tokyu Depanument Store, which engages in the same typo of business a3 thw of the Company. The Company
hay businesa refations with Tokyu Departmena Store, including the lzasing of facllitics.

3. Musamichi Yamads scrves 1y 9 chai ive di

with the Company.

4, Tetsuo Nakahare is » senjor

& rep 3 of Itoki Corporation, which hes no imponam business relstions

of Tokyu Corporstion, the parcnt pany of the Company. The Company lms business

relations with Tokyu Cocparation, including the leasing of facilitiea,

(i} Maln activities of outside officers

Classification

Name

Principal Activilics

Director

Toshiaki Koshimura

Attended all ten meetings of the Board of Directors held during his
term in the fiscal year under review and made remarks necessary for
deliberations as needed, taking advantage of his wide range of
experience and insights es a senior executive.

Hirokazu Mizuta

Attended 11 of the 12 meetings of the Board of Directors held in the
fiscal year under review and made remarks necessary for deliberations
as needed, taking advantage of his wide cange of experience and
insights as a scnior executive.

Corporate
auditor

Masamichi Yamada

Attended six of the 12 meetings of the Board of Directors and four of
the five Board of Corporate Auditors meetings held in the fiscal year
under review and made remarks necessary for the performance of the
duties of a corporate auditor, including the supervision of directors’
cxccution of their duties.

Tetsuo Nakahara

Attended all 12 Board of Directors meetings and all five meetings of
the Board of Auditors held in the fiscal year under review and made
remarks necessary for the performance of the duties of a corporate
auditor, including the supervision of the directors’ execution of their
duties.
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Directors meetings he could attend in the fiscal yoar under review was ten
2. The Company has not concluded Habiliry limitation agreements with the outside officen,

Since Director Toshiaki Koshimuts took office ot the snnual shercholders' meetinghetd on May 24, 2007, the maximun number of Board of

3. The totald compensmion that the ouuside officen reczived from the paret company of the Company and subsidiarics of the parent company of 1he

Company (excluding the Compiny) as officers for the fscal year under review was ¥147 million.

5. Accounting Auditor
(1) Name of the auditor
Emnst & Young ShinNihon

(2) Compensation for accounting suditor for the fiscal year under review

Amount Paid

Compensation for the accounting auditor for the fiscal year under

i ¥27 million
review
Sum of money and-other property interests that the Company and .
its subsidiaries should pay ¥37 million

(Note)  Audit feos wnder Lhe Companics Act and ander the Finsncisd Products and Trading Act are nol clearly scparsted in the sudit agreement
berween the Company and the sccounting auditor or cannot be sctually separsted, Compensation for the ffscal year i therefore the sum of all

sudit feex

(3) Non-audit work

The Company assigns to the accounting auditor advisory services in relation to the

development of interna) control and evaluation systems, which are services other than the audit
work specified in Article 2, Paragraph | of the Certified Public Accountant Law (non-audit

work).

(4) Dismissal or non-reappointment of the accounting auditor

Apart from the dismissal of the accounting auditor by the Board of Auditors
specified in each item of Paragraph | of Article 340 of the Companics Act, the Company will

propose to dismiss or not reappoint the accounting auditor at a sharcholders’ meeting based on

an agreement or a request by the Board of Auditors if it is considered difficult for the

accounting auditor to perform his or her duties properly.

6. Development of Systems to Ensure Proper Operations (Internal Control System)

Basic policy

The Company has adopted “prosperous cocxistence” and “SQP philosophy” as basic principles

for the performance by all employees of their duties.

Based on these principles, the Company focuses on building and operating systems for operations

that respond flexibly to the business environment.
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Company creed: Prosperous coexistence

Enriching customers, shareholders, business connections, and the community together with the

Company
SQP Philosophy
1. Safety (safety and a sense of sccurity) ~ Considering the safety and freshness of products and
stores
2. Quality (reliable quality) Providing valuable products of good quality
3. Price (reasonable price) Offering affordable and reasonable prices

1

Systems to ensure that the directors and employees' performance of thelr duties wili comply

with laws and regulations, and the Articles of Incorporation

@)

&)

To improve its corporate value, the Company shall emphasize not only compliance
but also compliance management under the Tokyu Group Compliance Manual.
To facilitate compliance management, the Company shall establish a code of conduct that
should be followed by each director and employee. To ensure full understanding of the code of
conduct, the Company shall provide internal compliance training from time to time through
management mectings, store manager meetings, and other forums. Morcover, all employees,
including representatives, shall sign the “My Piedge”, in which they promise customers and
socicty that they will behave in a responsible manner based on common sense.
Meanwhile, the Internal Contro} Promotion Office of the Internal Audit Division shall carry

out internal audils regularly and rcport the results of audits al meetings.

A system 10 store and manage information on the directors’ performance of their duties

The Company shall store and manage the minutes of meetings of the Board of
Directors and other important meetings relating to decision making and information on cach
director’s performance of his or her dutics under the Board of Directors Regulations,

Document Management Regulations, and Information Security Regulations.

Regulations and other systems for the management of the risks of losses

The Company shall establish 8 Risk Management Committee, which will have
overall control of risk management, and shell build a system to promptly respond to
contingencies when they arise or threaten to arise.

In normal times, each department shall identify risks that it confronts and take
appropriate action. The Internal Control Promotion Office of the Internal Audit Division shall
oversee the risks and actions regularly.

The Company shall develop manuals relating to risks and shall bolster its risk
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management system.

Systems to ensure the efficient performance by directors of their duties

The Company shall clarify the authority of the directors and operations in their
charge under authority regulations and shall improve efficicncy in their performance of their
dutics.

To bolster the functions of the Board of Directors and improve business efficicncy,
the Company will hold a Board of Directors meeting cvery month that will discuss and
determine important matters and will inspect the directors’ performance of their duties.

Business policy and important business plans shall be fully considered by the

Management Committee.

Systems to ensure appropriate operations in the Group, which consists of the Company and

its parent company and subsidiaries

The Company shall establish a department in charge of Tokyu Store Chain CGroup
companies and shall take steps to cnhance the effectivencss. of internal control in the
companics through the department. The Company shall also support and give instructions to
Group companics as necded.

Each Group company shall develop a code of conduct based on the Tokyu Group
Compliance Manual and internal reporting system operation regulations, and shall establish a
contact for whistleblowing from employees of the Group in the Internal Control Promotion
Department of the Company.

The Company shall promote CSR activities including compliance as a member of
the CSR Committee, which consists of major companics of the Tokyu Group and was

established based on the Tokyu Group Compliance Manual,

(6) Treatment of employees appointed as assistants to corporate suditors and the Independence

of such employees from directors

If the corporate auditors request the appointment of employces as assistants to them,
the representative directors shall be able to appoint the employees in consultation with the

corporate audilors.
The personnel change and evaluation of the employces shall be determined after the

views of the standing corporate auditors are heard,
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(7) A system for directors and employees to report to the corporate auditors, other sysiems
relating to the reporting to the corporate auditors, and a system to ensure efTective audits by
corporate auditors

The corporate auditors shall be able to atiend meetings of the Board of Dircctors and
other important internal meetings, peruse primary decision requests and other important
documents relating lo the execution of operations, and request dircctors and employees to
report to them about the execution of operations as needed.

To ensure appropriate communication and effective audits, the corporate auditors
shall regularly exchange information with the representative directors, accounting auditor, and
internal audit division and shall secure opportunities to discuss and exchange information on
auditing policics and methods with corporate auditors of Tokyu Group companies at the Tokyu
Group Standing Auditors” Meeting.

7. Important Matter Relating to the Company

The Company and Tokyu Corporation, its paremt company, resolved at their rcSpcu_:tive
meetings of the Board of Directors held on March 27, 2008 to conclude a share exchange agreement
under which Tokyu Corporation will become the parent company and the Company will become a
wholly owned subsidiary of Tokyu Corporation on July 1, 2008. The two companies concluded a share
cxchange agreement on March 27,

Under the agreement, the Company plans to carry out a share exchange, to take cffect on July
1, 2008, upon approval of the share exchange at the annual sharcholders’ meeting to be held on May 22,
2008.

The Company believes that it will be able to achieve faster decision making and maximized
group synergy by becoming a wholly owned subsidiary of Tokyu Corporation through the share
exchange, which will consolidate the management stratcgies of both companies. As a result, the
Company will be able 10 achieve sustainable growth and thus contribute to enhancing the value of the

arcas along Tokyu's railway lines.

(1} Profile of the parent company (as of March 31, 2007)

(i) Business name: Tokyu Corporation

(ii) Address: 5.6 Nanpeidaicho, Shibuya-ku, Tokyo

(iii) Representative: President & Representative Director Toshiaki Koshimura(1(iv)

{iv) Businesses: Transportation, real estate, retail, leisure & services, hotels,
rolling stock manufacturing, and general rading operations

(v) Capital: ¥121,723 million

(vi) Number of shares outstanding: 1,221,546,909 shares
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(vii) Net assets

¥363,282 million (consolidated)

{viii) Total assets

¥1,949,350 million (consolidated)

(2) Schedule for the share exchange

May 22, 2008 (plan)
June 24, 2008 (plan)
June 25, 2008 {plan)
July 1, 2008 (plan)

Late August 2008 (plan)

(3) Share exchange ratio

Annual shareholders’ meeting to approve the share cxchange

Last day of stock trading

Date of delisting

Date of the share exchange (effective date)
Date of delivery of share certificates

Company

Tokyu Corporation
(parent company)

Tokyu Store Chain
(consolidated subsidiary)

Share exchange ratio

1

1

One shars of Takyu Corporstion will be delivered for one share of the Company.

(tn the share exchange, there will be 2o share silocation for the 27,781,353 Tokyu Store Chain shares tha Tokyu Corportion holds.)
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(As of February 29, 2008)

{Unit: Million yen)
Assets Liabilities
Item Amount Item Amoum
Current Assets 23,821 | Current Liabilities 54,159
Cash and deposits 2,846 Accounts payable 17,166
Trade notes and accounts receivable 3,464 Short-term debt 25,137
Invemorics 9,790 Accrued income taxes 679
Deferred 1ax assets 703 Reserve for employees’ bonuses 1,069
Other current assets 7.027 Other current liabilities 10,106
Allowance for doubtful accounts -10 | Long-Term Liabilitics 33,639
Long-term debt 21,667
Deferred tax liabilities 0
Reserve for employees® retirement 4,245
benefits
Fixed Asscts 95,954 Reserve for directors’ and corporate 418
auditors’ retirement benefits
Tangible fixed assets 61,347 Deposits from tenants and club 6,593
members
Buildings & structures 23,963 Impairment loss on lcased nssets 695
Rolling stock & machinery 987 "Goodwill 17
Furniture & fixtures 1,519 Total Liabilitics 87,798
Land 34,848 Net Assets
Construction in progress 27 | Sharcholders' Equity 30,749
' Intangible fixed assets 2,358 Common stock 10,838
Investments & others 32,247 Capital surplus 10,352
Investment securities 1,381 Retained income 9,684
Affitiated company’s stocks 6 Treasury stock -126
Guarantee and lease deposits 26,697 | Valuation, translation and other 297
Deferred tax assets 1,55t Net unrealized gains (losses) on 297
investment sccuritics, net of taxcs
Other investment, etc. 2,680 | Minority interests 910
Allowance for doubtful accounts -0 Total Net assets n.977
Total Asscts 119,775 Total Liabilities and Net Assels 118,775

Note: All smoutts arc rounded down to the nearcst hundred woltion yen.
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goligated ota
March 1, 2007 to F

LIS

[)
ary 29,

{Unit: Million yen)

ltem Amount
Operating Revenue 297,894
Cost of sales 217,170 |
Gross profit 80,723
Other operating income 12,359
Gross operating profit 93,082
SG&A expenses 86,598
Operating profit 6,483
Non-operating profit
Tnterest & dividends 150
Other income 472 622
Non-operating expenses
Interest 710
Other expenses 757 1,468
Recurring profit 5,638
Extraordinary gains
Reversal of allowance {or employees' retirement benefits 93
Gain on transfer to defined contribution pension plans 153
Gain on sale of fixed asscts 4
Gain on sale of investment securitics 15 267
Extraordinary losses
Loss on disposal of fixed assets 191
Loss on store closure 403
Impairment loss 5,462
Expenses related to carly retirement program 88
Other extraordinary losscs 83 6,228
Income before income taxes and minority interests k1)
Income taxes 738
Income tax adjustment 5,673
Minority interests 177
Net loss 6,557

Note: ATl amounts are rounded down 10 Lhe nearest hundred million yeo
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g tAiement 0L 1) 2
(March 1, 2007 to February 29, 2

008}

{Unit: Million yen)

Sharcholders’ Bauit V\Nllm.:u':lhhu and
Na
unreatized Toul Minority Tow) Ny
Comown | Copat | Remined | Tray | g B 1 (BN | vahaton, | T et
stock surpha income. siotk h orenstaion
securiics,
ooy ofaca
Balines Dhe end of the previous 88 | 10352 1w -y no1 610 810 L 39,MD
Changa during the pericd
Dividends L £ 4%
Nk 4557 6,357 $357
Purchases of reasury sock 0 20 -0
Sade of sy Boch 0 14 L] 14
Changrd ofier than those to
sharcholden” oquity (net} - 313 -137 -500
Tatal changas during the period - L] 1136 L 1,242 -5 33 |7 1,74}
Balance of the end of the period 10,838 10,352 2,504 126 30,49 a1 m 930 3

Tote: All Emount an¢ tounded Sown 16 e nearest fandred million yen.
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Consolidated Notes

(Notes Regarding the Basis of Presentation of Consolidated Accounting Documents}

1. Scope of Consolidation

All subsidiaries are consolidated.

Consolidated subsidiaries (eight)

Toko Shokuhin K.K., Tokyo Foods Inc., Toko Green Foods Corporation, Toko Drug Store Chain
Co., Ltd., Toko Esco., Lid., Kyodo Gijuisu Center Co., Ltd., Sapporo Tokyu Store Chain Co.,
Lid., DF Shokuhin K.K.

2. Application of the Equity Method

There are no non-consolidated subsidiaries or affiliates to which the equity method is applied.

3. Summary of Significant Accounting Policies
(1) Valuation Standards for and Accounting Treatment of Important Assets
Securitics

Other securities
Securities with market quotations:
Sccurities with markel quotations are valued at market on the balance sheet
date using the market price method. (The cntire difference between the
carrying value and the market value is recognized in net assets using the net
asset direct recognition method. The cost of sales is computed by the moving
average method.)
Securitics without market quotations:

Sccurities without market quotations are valued at cost, which is determined by
the moving average method.

Inventories: Products are valued at cost, determined using the retail method. Supplics are
valued at cost, determined by the tast cost method.

(2) Method for Depreciating Important Asscts

Tangible fixed asscts:
In principle, depreciation is computed by the declining-balance method. The
depreciation of certain assets of the Company and consolidated subsidiarics
and of buildings (excluding equipment attached to buildings) acquircd after
April 1, 1998 is computed by the straight-line method. The estimated useful
life of buildings and structures is assumed to be three to fifty years.

Intangible fixed asscts:
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Depreciation is compuled using the straight-line method. Depreciation of
software for in-house use is computed using the straight-line method, assuming
a useful life of five years.
(3) Important Reserves

Allowance for doubtful accounts:
An estimated unrecoverable amount is posted, bascd on a loan loss ratio for
general debts and on the estimated collectability of each of specific debts,
including possible bad debts.

Reserve for employees’ bonuses:
A reserve amount is set, based on an estimated amount to be payable, for
payments of employees’ bonuses.

Reserve for officers’ bonuses:
An amount appropriate for the fiscal year is posted, based on the estimated
amount payable, for payments of officers’ bonuses.

Reserve for employees® retirement benefits:
In preparation for employees’ retirement benefits, an amount recognized to
have occurred at the end of the fiscal year is posted, based on retirement
benefit obligations and estimated pension assets at the end of the fiscal year.
Past service liabilitics are reported as an expense, based on the straight-line
method for certain years (nine years) within the employees’ average remaining
period at the time of the occurrence of the liabilities.
Actuaria] differences are posted as an expense from the fiscal year following
the year in which they occur, primarily based on the straight-line method for
certain years (nine years) within the employees’ average remaining period at

. the time of the occurrence.

Reserve for officers’ retirement bonuses:
In preparation for officers’ retirement bonuses, an amount to be paid at
term-end was traditionally posted, based on internal regulations. However, the
annual shareholders® meeting in 2005 adopted a resolution to the effect that the
Company would sbolish the retirement bonus system and would present
officers with retirement bonuses in accordance with their terms of office, The
reserve for officers’ retirement bonuses at the end of the fiscal year under

review is an estimated smount payable to officers who took up their positions
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prior to the resolution,
(4) Other Significam Matters for Creating Consolidated Accounting Documents
Accounting treatment of leases:
Finance leases, other than those that transfer the ownership of the leased assets
to the lessee, are treated in the same way as ordinary operating leases for
accounting purposes.
Hedge accounting methods:
Special hedge accounting is applied 1o interest rate swaps because they meet
the requirements for it.
Accounting for consumption tax:
The tax exccutive method is applied.
4. Valuation of Assets and Liabilities of Consolidated Subsidiaries
All assets and liabilities of the consolidated subsidiary are measured at fair value.
5. Amortization of Goodwill
Goodwill is amortized equally over five years.

{Change in Accounting)

L. Change in Depreciation Method for Tangible Fixed Asscts

In association with the revision of the Corporation Tax Law, the depreciation method under the revised
Corporation Tax Law gpplies to tangible fixed assets acquired after April 1, 2007.

As a result of the change, operating profit and recurring profit cach fell ¥75 million, and net loss before

tax adjustments rose ¥75 million,
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(Notes to Consolidated Balance Sheet)
1. Assets Pledged as Collateral

The Company has pledged buildings and structures worth ¥5,117 million, machinery, equipment and
vehicles worth ¥199 million, and land worth ¥9,727 million as collateral for the following loans:
¥4,243 million

Short-term loans payable:

Long-term loans payable:
In addition to the above, the Company has provided a time deposit of ¥4 million as collatersl for

accounts payable of ¥1 million.

2. Accumulated Depreciation of Tangible Fixed Assets:

(Notes to Consolidated Statement of Changes in Nel Assets)
1. Type and Number of Shares Issued at the end of Fiscal Year

Common stock:

¥5,048 million

¥67,373 million

70,162,842 shares

2, Dividends
Total amount ..
Resolution Type of shares | of dividends Ds‘l:"afc"‘(‘;’cf“)" Record date | Effective date

(million yen)

May 24, 2007 Common February 28,

Sharcholders’ mcctmg stock 349 5 2007 MBY 25- 2007

October 11, 2007

Board of difectors’ C°““':‘°“ 149 5 Au%gt? 31, Nov;lr]:gz’cr 8,

meeting stoc

3. Dividends to Be Paid after End of Consolidated Fiscal Year

The following dividends for common stock are proposed as an item on the agenda of the annual

shareholders’ meeting (o be held on May 22, 2008.

Total amount Dividend

Resolution Type of shares | of dividends | "0 ’:)” Record date | Effective date
(million yen) ye

May 22, 2008 Common stock 49 5 F"";";{g 29, | May23, 2008

Sharcholders’ meeting

Dividends are planned to be paid from retained eamnings.

{(Notes to Per-share Information)

1. Net assets per share

2. Net loss per share

¥444.02
¥93.78
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(Notes Regarding Significant Subsequent Events)

The Company and Tokyu Corporation, its parent company, resolved at their respective meetings
of the Board of Directors held on March 27, 2008 to conclude a share exchange agreement under which
Tokyu Corporation will become the parent company and the Company will become a wholly owned
subsidiary of Tokyu Corporation on July 1, 2008. The two companies concluded a share exchange
agreement on March 27.

Under the agreement, the Company plans to carry out a share exchange, to teke effect on July
I, 2008, after the approval of the share exchange at the annual shareholders’ meeting to be held on May

22,2008.

The Company believes that it will be able to achieve faster decision making and maximized
group synergy by becoming a wholly owned subsidiary of Tokyu Corporation through the share
exchange, which will consolidate the management strategies of both companies. As a result, the
Company will be able to achieve sustainable growth and thus contribute to enhancing the value of arcas

along Tokyu’s railway lines.

) Profile of the parent company (as of March 31, 2007)

(i) Business name: Tokyu Corporation

(ii) Address: 5-6 Nanpeidaicho, Shibuya-ku, Tokyo

(iii) Representative: President & Representative Director Toshiaki Koshimura

(iv) Businesses: Transportation, real estate, retail, leisure & scrvices, hotels,
rolling stock manufacturing, and general trading opcrations

(v} Capital: ¥121,723 million

(vi) Number of shares outstanding: 1,221,546,909 shares

(vii) Net assets: ¥363,282 million (consolidated)

{wiii} Total assets: ¥1,949,350 million (consolidated)

{2) Schedule of the share exchange

May 22, 2008 (plan) Annual shareholders’ meeting to approve the share
exchange

June 24, 2008 (plan) Last day of stock trading

June 25, 2008 (plan) Date of delisting

July 1, 2008 (plan) Date of the share exchange (effective datc)

Late August 2008 (plan) Share certificate delivery date
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(3) Share cxchange ratio

Tokyu Corporation The Company
Company (parent company) (wholly-owned subsidiary)
Share exchange ratio | 1

¥ Onc share of Tokyu Corporstion will be detvered for one share of the Company.
(12 the shure exchange, there will be no shuse allocation for the 27,781,333 Tokyu Store Chain shares that Tokyu Corporstion hokls )

(Other Notes)
Impairment losses: The Tokyu Store Chain Group makes each store outlet a minimal cash flow

generating unit and groups the assets of the Group into the units {oullets).

Among outlets that have posted an operating loss for consecutive years or that
have tand whose market price has declined significantly, where the recoverable
amount of such an outlet unit’ s assets has fallen below book value, the Group has
reduced the book value to the recoverable amount and posted the sum of the
reductions as an impairment loss of ¥5,462 miltion in extreordinary loss.

The Group plans to promote a scrap-and-build approach, an important
initiative in the new medium-term management plan for the threc years
beginning FY2008, and has judged impairment signs more rigidly. As a result,
the Group has posted an additional impairment loss of ¥4,954 million in certain

cutlets,
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Copy of the Audit Report Regarding Consolidated Financial Statements

This translation of the Independent Auditors’ Report, a3 well as the entircty of this transiation of the Notice of 69th
Annuval Shareholders’ Meeting including attachments thereto, represents the English translation of the
corresponding Japanese language document {ncluded In the Notice of 69th Anaual Shareholders’ Meeting. The
Independent Auditor's Report was based on the independent auditors’ review of Japanese language finnncial
statements and other Japanese language materials. The independent auditors have not reviewed the English
translations of the financiz] statements or other materials provided in this translation of the Notice of 69th Aanua)
Sharcholders” Meeting.

INDEPENDE 'RE T

April 14, 2008

To the Board of Directors of Tokyu Store Corporation
Emst & Young ShinNihon

Shigeo Taguchi, Representative and Partner Certified Public Accountant
Hiroaki Matsumoto, Representative and Partner Certified Public Accountant

Pursuant to Article 444, Paragraph 4 of the Companies Act, we have audited the
consolidated balance sheet, the consolidated statement of income, the consolidated statement of
changes in net assets and the notes to the consolidated financial statements of Tokyu Store
Corporation (the “Company™) applicable to the fiscal year from March 1, 2007 through February 29,
2008. These consolidated financial statements are the responsibility of the Company’'s management.
Our responsibility is to express 2n opinion on these consolidated financial statements based on our

audit.

We conducted our audit in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatements, An audit includes

examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated
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financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the consolidated

financial statements. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position and operating results of the Company and its
consolidated subsidiary companies for the period reported in the consolidated financial statements,

in accordance with the corporate accounting principles generally applied in Japan,

Additional information

A “Note Regarding Significant Subsequent Events” discussed matters relating to the share

exchange with Tokyu Corporation.

We have no interest in the Company that is required to be disclosed by the Certified

Public Accountants Law.

Copy of Audit Report of the Board of Auditors

This transiation of the Audit Report, as well as the entirety of this translation of the Notice of 69th Annual
Sharehotders” Meeting including attachments thereto, represents the English translation of the corresponding
Jupanese language document included in the Notice of 6%th Annunl Sharcholders’ Mecting. The Audit Report
was based on the suditors’ review of Japenese langumge financial statements and other Japanese tanguage
materials. The auditors have not reviewed the English transtations of the financial statements or other materials
provided n this translaticn of the Notice of 69th Annual Sharcholders’ Mecting.

Audit Report

The Board of Corporale Auditors has received reports on the execution of duties by
directors during the 69" fiscal year from March 1, 2007 to February 29, 2008 prepared by each of
the members of the Board of Corporate Auditors (each, an “Auditor™). After discussing the reports

we (the Auditors) have prepared this Audit Report and report as follows.

1. Procedures and details of the audi he Auditors and the Board of C rate Auditors

The Board of Corporate Auditors set out audit guidelines and audit plans end reviewed
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reports on the status and results of audits from each of the Auditors. It has also reviewed
reports from directors and accounting auditors on the performance of their duties and asked for
explanations where necessary,

Each of the Auditors: sought lo communicate with directors, internal auditing divisions and
other employees in accordance with the audit guidelines and audit policy; endeavored to collect
information and prepare for the audit; atiended the meetings of the Board of Directors and
other important meetings; reviewed reports from the directors and other employees on the
performance of their duties; asked for explanations where necessary; read documents on
matters such as important decisions; and investigated the business and financial conditions at
the head office and main branches. We also monitored and verified the details of the
resolutions of the Board of Directors concerning the development of the system defined in
Article 100, Paragraphs 1 and 3 of the enforcement regulations of the Company Law] as the
system for ensuring that directors carry out their duties in accordance with the law and the
Articles of Incorporation, and other measures for ensuring the appropriateness of the
operations of a joint stock company, as well as the condition of the system of intemnal controls
developed in accordance with such resolution,

Regarding the subsidiaries of the Company, we sought to communicate and exchange
information with the directors and auditors of such subsidiaries and where necessary reviewed
business reports from such subsidiaries.

In accordance with the procedures outlined above, we examined business reports and the
supplementary schedules thereto for the year ended February 29, 2008,

We monitored and verified that the accounting auditors maintained independence and
conducted the audit in an appropriate manner, and we also reviewed reporls from the
accounting auditors regarding the status of the performance of their duties and, where
necessary, we requesied explanations. We also reviewed notification from the accounting
auditors to the effect that “systems for ensuring the appropriate execution of duties” (items
indicated in Article 159 of the Corporate Calculation Regulations) had been established in an
appropriate manner and, where necessary, we asked for explanations. In accordance with the
procedures outlined above, we examined the non-consolidated financial statements (the
non-consolidated balance sheet, non-consolidated statement of income, non-consolidated
statement of changes in net assets and the notes to the non-consolidated financial statements)

and the supplementary schedules thereto as well as the consolidated financial statements (the
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consolidated balance sheet, consolidated statement of income, consolidated statement of

changes in net assets and the notes to the consolidated financia) statements).

2. Results of audit
(1) Audit results for the Business Report, etc.

i, The Business Report and the supplementary schedules thereto fairly represent the
condition of the Company in accordance with the laws of Japan and the Articles of
Incorporation.

ii, We have determined that there were no material occurrences of dishonesty, fraud or
violations of any law or the company’s Articles of Incorporation by any of the directors
in carrying out the duties and responsibilities of their offices.

fii. In our opinion, the details of the resolution of the Board of Directors concerning
the system of internal controls are appropriate.

We have also determined that there are no noteworthy matters concerning the
performance of duties by directors in relation to such system of internal controls.

(2) Audit results for non-consolidated financial statements and the supplementery schedules

thereto

In our opinion, the audit procedures and audit results received from the accounting auditor,

Emst & Young ShinNihon, are appropriate.

{3) Audit results for consolidated financial statements

In our opinion, the audit procedures and audit results received from the accounting auditor,

Emst & Young ShinNihon, are appropriate.
April 16, 2008 .
Board of Corporate Auditors, Tokyu Store Corporation
Shinya Okumoto, Standing Corporate Auditor
Masayoshi Tezuka, Standing Corporate Auditor
Masamichi Yamada, Outside Corporate Auditor

Tetsuo Nakahara, Outside Corporate Auditor
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{As of February 29, 2008)

{Unit: Million yen)

Assets Liabilities
Item Amount Item Amoum
Current Assets 21,446 | Current Liabilities 43,468
Cash and deposits 1,669 Accounts payable 12,712
Accounts receivable 2,333 Short-term delxt 20,107
Merchandise 7.644 Accrued amount payable 2,898
Inventory assets 40 Accrued income taxes 2
Prepaid expenses 1,134 Accrued expenses 4,237
Deferred tax assets 506 Advances received 409
Shont-tam loans receivable 2,740 Deposits 1,578
Accrued income 5,348 Reserve for employees® bonuscs 805
Other current assets 4] Other current liabilitics 496
Allowance for doubtful accounts -13
Fixed Assets 78,695
Tangible fixed assets 49,691
Buildings 18,240 | Long-Term Liabilitics 26,447
Structures 444 Long-term debt 17,954
Machincry and cquipment 216 :::;:lvt: for employees” retiremen 2,100
Reserve for directors’ and 349
Vehicles and rolling stock 3 corporale auditors’ retirement
benefits
Purniture & fixtures 972 Deposits from tenants and club 5,361
members
Land 29,789 Impainment loss on lcased assets 630
Construction in progress 5 Tota) Liabilities 69,916
Inangible fixed assels 2,154 Nt Assets
Goodwill 313 | Sharcholders’ Equity 29,916
Leaschold rights 1,306 Common stock 10,838
TFrademark rights 0 Capita) surplus 10,351
Software 460 Capital reserve 10,319
Right to use facilitics 44 Other capital surplus 12
Other intangible fixed asscts 29 Retained income 8,851
Investments & Others 26,850 Eamed reserve 1,009
Invesiment securities 1,122 Other retained camings 7.842
Affiliated company’s stocks 1471 f};mg‘;;‘:f";’:fu e n
Equity investments 1 General reserve 13,244
. Una iated retained 5473
Long-term prepaid expenses 275 camfs;gm
Deforred tax assets 1 Treasury stock -126
Guarantee and lease deposits 21,909 | Valuation, translation and other 309
. Net umcalized gains (losses) on 309
Othes investment, tc. 2133 investment sccmg:?ﬁ. net of taxes
Allowance for doubtful accounts 64 Total Net assets 30,225
Total Asscts 100,142 Total Liabilities and Net Assets 100,142

Note: All amourts ar rounded own to the nearest hundred mitlion yen.
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(March 1, 2007 to February 29, 2008)

{Unit: Million yen)
ltem Amount .
Operating revenue 242,797
Cost of sales 177.557
Gross profit 65,240
Other operating income 10,049
Gross operating profit 75,290
SG&A cxpenscs 70,622
QOperating profit 4,667
Norroperating profit
" Interest & dividends 144
Other income 403 548
Non-operating expenses
Interest 556
Other expenses 815 1,371
Recurring profit 3844
Extraordinary gains
Reversal of allowance for cmployees' retirement benefits 63
Gain on sale of investment securitics 15 78
Extreordinary Josscs
Loss on disposal of fixed asscts 159
Loss on store closure 388
Impairment loss 4,360
Expenses related to early retirement program 83
Other extrzordinary losses 83 : 5,080
Net loss befare income taxes 1,157
Income taxes 132
Income tax adjustment 5,578
Net loss 6,867

Note: All smounts s rounded down to the nearest handred million yen.
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g lea DIAICTICT v JIRIEE
(March 1, 2007 to F 29, 2008)
(Unit: Million yen)
Shurchokders’ Equity
Capiul nnphe Reained income
] Othar retalned camaigy
Ca Reserve for
ool B I B B e R e
urphss mp of fored ot camings ming
uscn
Balunce 11 end of provious paried 10,838 10,33% 12 10,351 1,009 7 1,244 N 16418
Change during the pesied
Dividends +99 49
Revenal of raove Br sdvancad 2 o
deprociation of fed asset N
Provision of peenyl reserve 2,000 -2,000
Net ks 4247 4,157
Purchsyes of oeasury sock -
Sale of rezsury stock 0 0
Changes other than Bz 1o
sharcholdess” aquity (net)
Total changes during the peried ] Q L] 2000 9,566 1,566
Balarca 11 the end of the period 10,833 0.3 12 10,331 1,009 n 13,244 <54T) s
Sharcholders' Equity Valustion, ransiation and oter
Na
unreakzod Totl Total Nt
Treasury Sk Tfh.l, ;Iifu {lastes) nlmi?n. o
siock oy on
securiicy, et and ohens
of et
Bahnce s ond of previoss perlod n% 17,489 [3}] [1}] 3,10
Chumpes during tha poriod
Diwidends ’ £39 -+
Revennsl of raarve for sdvaaced N
dogreciion of fhed anet
Provisiom of general reserve
Na loss £,367 4,857
Purchaes of trexsury sioch -0 -0 N
Sabe of treasury stock 14 14 14
Changes obadlqndnnh . K -
b arehotders (et} 101 01 ]l
Total changes during the period L] 151 -0 301 BE
Baknce &t the end of the period <16 BNs 308 w 30,228

Note: All amownts are ounded down to the nearest undred million yen.
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Non-Consolidated Notes

(Notes to Important Accounting Policies)
1. Valuation Standards for and Accounting Treatment of Assets
Valuation Standards for and Accounting Treatment of Securities
(1) Shares in Subsidiaries:
Securities without market quotations are valued at cost, which is determined by
the moving average method.
(2) Other securitics
Securities with market quotations:
Sccurities with market quotations are valued at market on the balance sheet
date using the market pricc method. (The entire differcnce between the
carrying value and the market value is recognized in net assets using the net
asset direct recognition method, The cost of sales is computed by the moving
average method.)
Securities without market quotations:
Securities without market quotations are valued at cost, which is determined by
the moving average method.

Valuation Standards for and Accounting Treatment of Inventories

Valuation standard: Cost method

Accounting treatment:  Products (excluding fresh foods) Retail method
Products (fresh foods) Last cost method
Supplies Last cost method

2. Method for Depreciating Fixed Assets

Tangible fixed assets:
In principle, depreciation is computed by the declining-balance method. The
depreciation of the buildings and structures, and machinery and equipment of
the distribution center and of buildings (excluding equipment attached to
buildings) acquired after April 1, 1998 is computed by the straight-line method.
The estimated useful life of buildings and structures is assumed to be three to
fifty years.

Intangible fixed assets:
Depreciation is computed using the straight-line method. Depreciation of

software for in-house use is computed using the straight-line method, assuming
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3,

a useful life of five years.
Goodwill is amortized equally over five years.

Long-term prepaid expenses: .
The straight-line method is applied.

Important reserves

Allowance for doubtful accounts:
An cstimated unrecoverable amount is posted, based on a loan loss ratio for
general debts and on the estimated collectability of cach of specific debts,
including possible bad debts.

Reserve for employees' bonuses:
A reserve amount is set, based on an estimated amount to be payable, for
payments of employees’ bonuses.

Reserve for officers’ bonuses:
An amount appropriate for the fiscal year is posted, based on an estimated
amount payable, for payments of officers’ bonuses.

Reserve for employees' retirement benefits:
In preparation for employees' retircment benefits, an amount recognized to
have occurred at the end of the fiscal year is posted, based on retirement
benefit obligations and estimated pension asscts at the end of the fiscal year.
Past service liabilities are reported as an expense, based on the straight-line
method for certain years (nine years) within the employces’ average remaining
period at the time of the occurrence of the liabilities.
Actuarial differences are posted es an expense from the fiscal year following
the year in which they occur, based on the straight-line method for certain
years (nine years) within the employees' average remaining period at the time
of the occurrence.

Reserve for officers’ retirement bonuses:
In preparation for officers’ retirement bonuses, an amount to be paid at the
term-end has traditionally been posted, based on internal regulations. However,
the annua! shareholders' meeting in May 2005 adopted a resolution to the
effect that the Company would abolish the retirement bonus system and would

present officers with retirement bonuses in accordance with their terms of

office. The reserve for officers' retirement bonuses at the end of the fiscal year
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under review is an estimated amount payable to the officers who took office
before the resolution.
4, Other Significant Matters for Creating Accounting Documents

Accounting treatment of leases: .
Finance leases, other than those that transfer the ownership of the leased assets

to the lessee, arc treated in the same way as ordinary operaling leases for
accounting purposes.

Hedge accounting methods:
Special hedge accounting is applicd to interest rate swaps because they meet
the requirements for it.

Accounting for consumption tax:

The net-of-tax method is applied.

{Change in Accounting)

Change in Depreciation Method for Tangible Fixed Assets

In association with the revision of the Corporation Tax Law, the depreciation method under the revised
Corporation Tax Law is applied to tangible fixed assets acquired after April 1, 2007.

As a result of the change, operating income and recurring income cach fell ¥65 million, and net loss

before tax adjustments rose ¥65 million,

(Notes to Balance Sheet)
1. Assets Pledged as Collateral
The Company has pledged buildings worth ¥1,738 million and land worth ¥4,281 million as collateral

for the following loans:

Short-term loans payable: ¥345 million

Long-term loans payable: ¥2,005 million
2, Accumulated Depreciation of Tangible Fixed Asscts: ¥57,020 million
3. Loans Receivable from and Loans Payable to Affiliates

Short-term loans receivable: ¥2,874 million

Short-term loans payable: ¥2,472 million

Long-term loans receivable: ¥4,526 million

Short-term loans payable: ¥14 million

4, Shares in Parcnt Company
Fixed assets (shares in affiliates): ¥6 miltion
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(Notes to Statement of Income)
Trading Value with Affiliates

1.

2.

Opcrating revenue: ¥3 million
Purchases: ¥9,202 million
Trading value excluding operating transactions: ¥183 million

Impairment losses:

The Tokyu Store Chain Group makes cach storc outlet a minimal unit
generating cash flows and groups the assets of the Group into the units
(outlets).

Among outlets that have posted an operating loss for consecutive years or that
have land whose market price has declined significantly, where the recoverable
amount of such an outlet unit' s assets has fallen below book value, the Group has
reduced the book value to the recoverable amount and posted the sum of the
reductions as an impairment loss of ¥4,360 million in extraordinary loss.

The Group plans to promote a scrap-and-build approach, en important
initiative in the new medium-term management plan for the three years
beginning FY2008, and has judged impairment signs more rigidly. As a result,
the Group has posted an additional impairment loss of ¥4,121 million in certain
outlets.

{(Notes to Statement of Changes in Net Assets)

Type and Number of Shares of Treasury Stock at End of Fiscal Year

Common stock: 241,142 shares
{Notes to Tax Effect Accounting)
Breakdown of deferred tax assets and deferred tax liabilities by cause
Total deferred tax assels
Reserve for employees’ retirement benefits : ¥1,965 million
Impairment loss: ¥2,685 million

Lease impairment:

¥393 million
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Reserve for employees’ bonuses:
Loss on store closings:
Enterprise 1ax payable, office tax payable:
Reserve for officers’ retirement bonuses:
Net loss carried forward:
Loss on valuation of shares in affiliates:
Loss on revaluation of investment securities:
Other:

Deferred tax assets subtotal:

Valuation reserve:

Deferred tax assets total:

Deferred tax liabilities
Gain from establishment of retirement benefit tusts:
Other differences on revaluation of securities:
Loss from putting on deferred income tax:

Deferred tax liabilities total:

Net deferred tax assets:

(Notes to Fixed Assets Used through Leasing)

¥327 million
¥42 million
¥123 million
¥142 million
¥2,707 million
¥32 million
¥10 million
¥231 million
¥8,662 million

-¥7.065 million
¥1,597 million

¥828 million
¥212 million
—¥48 million
¥],089 million

¥507 million

Finance leases, other than those that transfer the ownership of the leased assets to the lessce

l. Acquisition cost equivalent of leased property, accumnulated depreciation equivalent, accumulated

impairment loss equivalent, and amount equivalent to outstanding balance

Transportation Furniture and Total
equipment fixtures (Million yen)
{Million yen) (Million yen)
Acquisition cost equivalent 12 4,150 4,162
Accumulated depreciation cquivalent 6 1,906 1,912
Accumulated impairment loss equivalent 1,079 1,079
Amount equivalent to outstanding balance 6 1,164 1,170

{Note) Since the mio of flease fees fir remsining terms as of the cnd of the financial yewr to tangible fixed assets on the szme day @ low, U

acquisition cost equivalent is calculmted by the inchusive-of-interest-experses method.

2. Leasc fees equivalent for the remaining term at the end of the term and leased assets impairment

account at the end of the term

Leasc fees equivalent for the remaining term at the end of the term
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Within one year: ¥692 million
Over one year: ¥1,557 million
Total: — ¥2,250 million
Leased assets impairment account at the end of the term: ¥967 million

(Note) Since the ratio of lease fees for the remaining term at the end of the term to tangible fixed assets

at the end of the tert is low, lease fees cquivalent for the remaining term is computed by the

inclusive-of-interest-expenses method.

{Notes to Transactions with Related Parties)

In the table below, trading value docs not include consumption lax, and the balance at end of

year includes consumption tax.

1, Parent company and major sharcholder companics

Capital or Yoting Relspom Trding Blmfl
fehadon | Company investners N . Traract vatue
-ship name Address | {million Busincss 0;1:5'('%) Concurre ion (million Accourt (n’;‘gﬂllron
yen) ®PE | Buciness yen) yen
officers
Rﬂ:"m Darelgt) Deposis
Tobu { gpbuvack b o 40.2 Two Leasing | Lemsing ond
Purent | o ot To{;n 121,724 i Indirect: | concurre of of 4021 | puannte 4512
pany on 9, opermrul'l 02 pposts | faciliies | focilities & money
. (ﬂﬂg’gﬂﬂ paid
Business terms and policy for determining business terms
Business terms are the same as those for transactions with general business partners
2. Fellow subsidiaries
Capital or v‘:‘in Relations Trading B‘::‘:rn
Relation | Company investment . T vale
ahip Address s (miltion Business (r;tgtfuu) Concurr n {million Account (“ﬁuyai;a
yen) % ﬂ:l::ﬂ! Bugincss yen) yeny
officen
Tokyu
Card, Tne, Opermilon o‘:;‘:’;ﬂ Outsourci m;ﬁ::::sm
O [P s ciating One eredit g0l de e
[ 300 concwre | cand-relat 1270 Arcnxd
yof Tokyo handling t post o card-relae revenue 1332
" Tokya of eredit pos ; d
Subsidis ; operation . Accrued
ries af Corporati cards . operationy experoe 1362
o)
the
parert
comprny l;r"k’" Finmcing
Shibuys-k 10 Tokyw
& _ Borrpwed Short-term
Accounti To‘:yo 30 Group. Financing fands 2086 | \ons payable 2,186
e o
L,
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Business terms and policy for determining business terms

Business terms are the same as those for transactions with gencral business partners

(Notes to Per-share Information)

1. Net asscts per share ¥432.28
2. Net loss per share ¥98.22

(Notes Regarding Significant Subsequent Events)

The Company and Tokyu Corporation, its parent company, resolved at their respective meetings
of the Board of Directors held on March 27, 2008 to conclude a share exchange agreement under which
Tokyu Corporation will become the parent company and the Company will become a wholly owned
subsidiary of Tokyu Corporation on July 1, 2008. The two companies concluded a share cxchange

agreement on March 27,

Under the agreement, the Company plans 1o carry out a share exchange, to take effect on July
1, 2008, after the approval of the share exchange al the annual sharcholders’ meeting to be held on May

22,2008.

The Company belicves that it will be able to achieve faster decision making and maximized
group synergy by becoming a wholly owned subsidiary of Tokyu Corporation through the share
exchange, which will consolidate the management strategies of both companies. As a result, the
Company will be able to achicve sustainable growth and thus contribute to enhancing the value of arcas

atong Tokyu’s railway lines.

(1) Profile of the parent company (as of March 31, 2007)

(i) Business name: Tokyu Corporation

(iiy Address: 5-6 Nanpeidaicho, Shibuya-ku, Tokyo

(ili) Representative: President & Representative Director Toshiaki Koshimura
(iv) Businesses: Transportation, real estate, retait, leisure & services, hotels,

rolting stock manufacturing, and general trading operations

(v) Capital: ¥121,723 million
(vi) Number of shares outstanding: 1,221,546,909 shares
(vii) Netassets: . ¥163,282 million (consclidated)
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{viii) Total assets:

(2) Schedule of the share cxchange
May 22, 2008 (plan)

June 24, 2008 (plan)
June 25, 2008 (plan)
July 1, 2008 (plan)

Late August 2008 (plan)

(3) Share exchange ratio

¥1,949,350 million {consolidated)

Annual sharcholders’ meeting to approve the share
exchange

Last day of stock trading

Date of delisting

Date of the share exchange (effective date)

Share certificate delivery date

Company

Tokyu Corperation The Company
(parent company) {wholly-owned subsidiary)

Share exchange ratio

1 1

*  Ore share of Tokyu Corporstion will be delivercd for onc share of the Compenty.
{There will be o share aflocetion for the 37,781,333 Tekyu Store Chain thares that Tokyn Corporstion holds in the share exchange.)
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Copy of the Audit Report Regarding Non-Consolidated Financial Statements

This translation of the Independent Auditors’ Report, as well as the entirety of this translation of the Notice of 69th
Annual Sharcholders’ Mesting including ottachments thereto, represents the English translation of the
corresponding Japancse language decument included in the Notice of 69th Annual Sharcholders’ Meeting. The
Independent Auditor's Report was based on the independent auditors’ review of Japanese language financial
statements and other Japanese language materialy, The Independent auditors have not reviewed the English
transiations of the financial statements or other materials provided in this eranslation of the Notice of 69th Annual

Sharcholdery’ Metting.

INDEPENDENT AUDITORS’ REPORT

April 14, 2008

To the Board of Directors of Tokyu Store Corporation

Ermst & Young ShinNihon
SHIGEQ TAGUCHI, Representative and Partner Certified Public Accountant
HIROAKI MATSUOQ, Representative and Partner Certified Public Accountant

Pursuant to Article 436, Paragraph 2, ltem 1 of the Companies Act, we have audited
financial statements including the non-consolidated balance sheet, the non-consolidated statement
of income, the non-consolidated statement of changes in net assets, the notes 1o the
non-consolidated financial statements and the related supplementary schedules of Tokyu Store
Corporation (the “Company”) applicable to their 69 fiscal year from March 1, 2007 through
February 29, 2008. These non-consolidated financial statements and the related supplementary
schedules are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these non-consolidated financial statements and the related supplementary schedules

based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance as to
whether the non-consolidated financial statements and the related supplementary schedules are free
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of material misstatements. An audit includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the
_non-consolidated financial statements and the related supplementary schedules. We believe that our

audit provides a reasonable basis for our opinion.

In our opinion, the non-consolidated financial statements and the related supplementary
schedules referred to above present fairly, in all material respects, the non-consolidated financiat
position and operating results for the period reported in the non-consolidated financigl statements
and the related supplementary schedules in accordance with the corporate accou nting principles

generally applied in Japan,

Additional information

A “Note Regarding Significant Subsequent Events” discussed matters relating to the share

exchange with Tokyu Corporation.

We have no interest in the Company that is required to be disclosed by the
Certified Public Accountants Law.
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Attachment II

Translation:

This English translation is being provided to United States shareholders for the sole purpose of complying with cerain
roquirements under United States sccurities laws, It is not intended in any way to substitute or replace the original
Japanese version under Japanese law and if there is any discrepancy betwoen the original Japanese version and this
translation, the origiral Jepanese version shall govern.

NOTICE TO SHAREHOLDERS RESIDENT IN THE UNITED STATES:

_ This public notice relates to a proposed business cembination which involves the securities of a foreign company.

It Is subject to disclosure requirements of o foreign country that are different from those of the United States.
Financial statements included in the document, If any, have been prepared in actordance with foreign accounting
standards that may not be comparable to the flaancial statements of United States companies,

It may be difficult for any U.S. sharcholder to enforce ity rights end any claim it may have arising under the
federal securities laws, since the issver is located in a foreign country, and some or all of its officers and directors
may be residents of a foreign country. Such U.S. shareholder may not be able to sue a forelgn company or its
officers or directors in o forelgn court for violations of the U.S. securities laws. It may be difficult to compel a
foreign company and its effiliates to subject themselves to 8 U.S. court’s judgment.

May 1, 2008

To Our Valued Sharcholders

Tokyu Store Chain, Co., Lid.

Announcement Regarding the Shareholders Benefits of

Tokyu Store Chain, Co., Ltd. and Tokyu Corporation

We are pleased to announce the Sharcholders Benefits of Tokyu Store Chain, Co., Ltd. and
Tokyu Corporation.

On Thursday, March 27, 2008, the Boards of Directors of Tokyu Store Chain Co., Ltd. and its
parent company, Tokyu Corporation, both passed resolutions to enter into an agreement with each other
to make Tokyu Storc Chain a wholly owned subsidiary of Tokyu Corporation, a3 of July 1, 2008, through

a share exchange.
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Based on the agreement, Tokyu Store Chain plans to request its sharcholders to approve the
share exchange agreement at its 69th Annual General Meeting of Shareholders, which is scheduled to be
held on May 22, 2008,

Upon approval of the share exchange at the General Meeting of Sharcholders, Tokyu Store -
Chain sharcholders would become shareholders of Tokyu Corporation as of July 1, 2008, which in tumn
would cntitle them to the shareholder benefit plan of Tokyu Corporation.

We are pleased to provide on the following page a summary of the shareholder benefit plan of
Tokyu Corporation, announced by Tokyu Corporation on April 25, 2008 and cffective as of September
30, 2008. In addition, we announce below a summary of discount shopping vouchers for our

shareholders as of February 29, 2008,

Please note that the announced change in the sharcholder benefit plan for shareholders of
Tokyu Corporation is subject (o the approval of the share exchange at our 69th General Meeting of
Sharcholders.

Details of Shareholder Benefits for Tokyu Store Chain Sharcholders

Benefits arc for sharcholders with 1,000 shares or more, as listed on the register of

shareholders or the register of beneficial sharehelders as of February 29, 2008.

As in past years, we will mail you sharcholder benefit shopping discount vouchers, in
accordance with our criteria, on May 22, 2008. The vouchers are effective from June 1, 2008 to
November 30, 2008,

Shareholder Benefit Plan for Tokyu Corporation
The following discount vouchers, in addition to the new discount shopping vouchers of Tokyu

Stores, will be issued to Tokyu Corporation sharcholders with 1,000 shares or more, as listed on the

register of shareholders or the register of bencficial shareholders as of the record dates (March 31 and
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September 30).
* The first record date of Tokyu Corporation after the share exchange will be September 30, 2008.

(Discount vouchers relating to such record date will be delivered in carly December.)

Shareholders with 1,000 shares or more (universal)

Tokyu Store: For cach interim period, forty 50-yen shopping discount vouchers will be distributed.

(New) Subject to Note 1 below, in any purchase at Tokyu Store outlets exceeding 1,000 yen
made by cash, credit card or Tokyu Group gifi certificate, one voucher (representing a 50
yen discount) can be used for each 1,000 yen spent (as shown on the receipt and

including consumption tax).

Amount of purchase (as shown on Number of discount shopping vouchers

receipt and including consumption tax) that can be used
1,000-1,999 yen One (50 yen)
2,000-2,999 yen Two (100 yen)
3,000-3,999 yen Three (150 yen)
4,000-4,999 yen Four (200 yen)
5,000-5,999 yen Five (250 ven)

and so on and so on

(Note I} Such discount shopping vouchers can be used ujToIsyu. Tokyu Store, and Precte outiats, o9 well as Sapporo
Tokyu Siare.  Please note, however, that the vouchers may not be used al certain specialty and tenant
shops st thase locations. In eddition, the discount vouchers may not be used for the purchase of certain

producis.

Tokyu Department Store:

Ten 10% discount shopping vouchers will be mailed in each interim period.

(Note 2) For cach cash purchase exceeding 3,000 yen (excluding tax) at a single department, a discount
of 10% on the purchase price is offered (the discount is rounded off to the nearest hundred
yen), excluding sale items and food (gift sets and groceries in the food department are
excluded as “food”).

One discount shopping voucher may be uscd on a purchase of up to 50,000 yen, cxcluding tax.

(Note 3) Branches accepting the discount shopping vouchers are Tokyu Department Store branches (the
Main Branch, the Toyoko, Kichijoji, Tama Plaza, and Sapporo branches, and Nagano Tokwu
Department Store).

Tokyu Hotels:
Eight vouchers that can be redecmed for a 30% guest room discount (from the regular room price) will

be mailed in cach iaterim period.
{Note 4) Certain member hotels do not accept the discount vouchers.

(Mumber issued for each

Sharcholders with 3,000 shares or more P .
interim period)
Number of shares ownped Ticket/pass on Tokyv lines Number of tickets/passes
From 3,000 shares to 4,999 shares Preferred win tickel for all lines (one trip per ticket) 10
From 3,000 sharcs 10 9,999 shares Same os above 20
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From 10,000 shares 10 18,999 shares Samecassbove 40

From 19,000 shares Lo 27,999 shares Same as sbove 80

From 28,000 shares to 56,999 sharcy Preforved train pass for all lines 1
Preferred train ticket for all lines (one trip per ticket) 30

From 57,000 sharcs Preferred train/Tokyu Bus pass for ol lines 1
Preferred train ticket for all lines (one trip per ticket) 30

1 * To receive shareholder benefits, a sharcholder must have their name registered or recorded on the
register of shareholders or the register of beneficial shareholders on the record date.

*  Please see Tokyu Corporation’s website for further details.
(http:/fwww.ir.tokyu.co.jp/titleview.cgiThid Titlename=headline_e&hidSubname=headline_c&hidl.anguag
«E)

END
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